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Committee  on  Labor, 

X House  of  Representatives, 

^ Friday,  June  30,  1022, 

The  committee  this  day  met,  Hon.  Frederick  N.  Zihlman  presiding. 

Mr.  Zihlman.  The  committee  will  be  in  order.  Without  objection,  the  roll 
call  will  be  dispensed  with.  I will  state  to  the  members  present  that  this  meet' 
^ ing  has  been  called  for  the  purpose  of  giving  those  favoring  H.  R.  11956  an 
<j  opportunity  of  presenting  their  views  on  the  legislation  before  the  committee. 
If  there  is  no  objection,  a copy  of  the  hill  will  be  inserted  at  this  point. 

(Said  bill  follows:) 

[H.  R.  Sixty-seventh  Congrt'ss,  second  session.] 

A BILL  To  create  a board  of  adjustment  which  shall  constitute  a wage  board  and  board 
of  appeals  for  employees  of  navy  yards  and  arsenals,  and  to  define  its  powers  and 
duties. 

Be  it  enacted  by  the  Senate  and  House  of  Represeyitatives  of  the  United  States 
of  Amenea  in  Coyiyress  assembled.  That  there  is  hereby  created  and  established 
a navy  yard  and  arsenal  board  of  adjustment,  hereinafter  referred  to  as  the 
“board.”  which  shall  he  composed  of  twelve  members,  three  of  whom  shall  he 
appointed  by  the  Secretary  of  War,  three  by  the  Secretary  of  the  Navy,  and 
six  members  who  shall  be  chosen  in  such  manner  as  the  civilian  employees 
affected  by  this  act  may  determine.  In  the  event  of  a vacancy  in  the  mem- 
bership from  any  cause,  the  same  shall  he  immediately  filled  by  the  same 
appointive  authority  as  in  the  original  appointment.  Within  sixty  days  after 
the  passage  of  this  act  the  hoard  shall  meet  and  organize  by  choosing  from 
among  its  members  a chairman,  vice  chairman,  ami  a secretary,  who  shall 
serve  as  such  for  a period  of  one  year. 

Sec.  2.  That  no  ineniher  of  the  hoard  shall  receive  compensation,  but  all 
clerical  and  office  expenses  of  the  hoard  shall  he  paid  by  the  United  States 
Government. 

Sfx\  3.  That  the  board  shall  annually,  on  the  first  day  of  .January,  establish  a 
fair  and  reasonable  wage  and  salary  schedule,  to  include  all  classes  of  employees 
of  the  navy  yards  ami  arseijals.  and  said  schedule  shall  l)e  effective  for  one  year. 

In  determining  the  justness  and  reasonableness  of  such  wage  schedule,  the 
hoard  shall  take  into  consideration  as  relevant  factors  the  f(dlowing: 

(a)  The  maintenance  of  a standard  of  living  for  the  worker  and  his  family 
which  will  insure  health  and  decency; 

(h)  The  relation  between  wages  and  the  cost  of  living: 

(c)  The  average  change  in  per  capita  productivity  of  manufacturing  indus- 
tries in  the  United  States  over  a period  covering  the  preceding  ten  years; 

(d)  The  progress  made  in  per  capita  production  in  manufactories  in  the 
T’nited  States  since  1000  which  has  not  already  been  reflected  in  inereased 
wages ; 

(e)  The  training  and  skill  required; 

(f)  The  degree  of  responsibility;  and 

(g)  Ineipialities  of  increases  in  wages  or  of  treatment  the  result  of  previous 
wage  orders  or  adjustments. 

The  hoard  shall  cause  due  notice  to  be  given  on  or  about  October  1 of  each 
year  of  the  time  and  jdace  where  hearings  will  be  held,  and  due  opportunity 
shall  be  given  the  rei>resentatives  of  the  employees  to  present  their  claims. 

Sec.  4.  That  personal  and  general  grievances  or  controversies,  arising  over 
interpretations  of  wage  awards,  wage  and  salary  laws,  and  all  other  disputes 
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biiihlin;;.  eithf^r  hy  tlu*  (Jovenunent  itself  or  by  priviite  contraet<n*s.  Tlie  work 
of  these  )»oanls  was  exeeptioiially  suceessfuK  aial  at  the  last  hearing:  on  the 
wa;re  matter  in  eonne<*tion  with  the  Government  employet^s  in  the  navy  yards 
and  naval  stations,  a board  was  created  eonsistin.ir  of  tliree  members,  two  ap- 
IMdnted  by  the  Secretary  of  the  Navy  and  (»ne  sui-^esteil  by  our  department, 
those  three  members  making  up  the  board.  That  was  a tripart.v  board  and  the 
laairds  have  been  trljairty  hoards  all  al(Uijr.  This  le;;islation  jiropost»s  a biparty 
latard,  and  our  purpose  and  reas4»n  f<»r  the  or;ranization  of  a biparty  board  is 
that  we  believe  a more  satisfactory  result  <'an  be  brou^zht  about  throu^rh  a bi- 
partv  board  than  has  been  !>rou^dit  about  throu.irh  triparty  boards. 

We  have  in  mind,  for  instance,  the  board  now  operatin.i:  under  law  in  connec- 
tion with  the  railroads,  which,  as  you  kn<»w,  is  a triparty  hoard  of  niiu^  mem- 
bers. and  from  (‘very  indication  no  general  satisfaction  n'sults  from  the  de- 
cisions of  that  hoard.  As  a result  then^  is  constant  disaureeimmt.  (inarrelin;:, 
tlirealeninj:  of  strikes,  and  all  that  sort  of  thin^^  That  is  hecaust'  the  d(»cisions 
are  of  an  arbitrary  character.  The  reastm  why  we  hav(‘  trotten  alun^r  fairly 
successfully  with  the  departments  is  hecaus(‘  w«‘  havt*  end(‘avor(‘<l  to  hriuir 
alxmt,  as  far  as  itossilth*.  mutual  nnderstandin^rs  and  nmtual  (hvisions.  Imt 
tin*  times  are  so  chan,udu;r  and  the  industrial  (conditions  an*  s<»  ehan^dn;:  that 
we  believe  a hiiiarty  hoard  will  operate  more  snctrssftdly.  and  for  that  reason 
the  main  ess('iice  of  this  whole  hill  is  tin*  creation  of  a bipart\  h<»aid. 

The  nnnihers  reft*rred  to  in  the  h*trislation  d(>  not  nu*an  anythin.LT.  1 think 
tin*  hill  si((*aks  of  12,  i\  from  ca(ii  side.  That  may  i*e  lar^n*  or  it  may  he  small, 
hut  that  does  ind  enter  into  the  i)rincipal  or  l>asic  tlnuurht  conveyed  in  the 
le^rislation.  What  we  want  to  hrin^  about  is  the  estahlisimn*nt.  hy  anthority 
of  law.  of  a le^ml  hoard,  a hoard  that  will  have  sTandinL^  so  that  we  will  not 
hav(*  To  thrnuLdi  this  same  condition  every  yt*ar  of  appealin^^  to  the  d(*part- 
ments  for  the  creation  t»f  a hoard  t<»  hainlh*  these  matt(*rs.  and  lln'U  appeal  to 
onr  niemhership  to  aLn*(*e  to  ;ro  alon^^  witli  whatt*ver  d(*(*isions  may  he  handed 
down.  If  onr  meiiihership  W('i'(*  a ]>arty  to  tin*  er(*ation  (d*  siicli  a hoard.  rln*.\ 
would  then,  as  a natural  a^n*e  to  whapwer  decisions  mi^lit  result  from 

sticli  a hoard.  ^ , 

This  (iut*stion  arises  in  tin*  )|uestinii  of  a bijiarty  board:  How  decisions  may 
In*  re;u‘In*d  if  a disajrre(*mem  ocvurs  or  no  other  adjusninuit  can  be  reacln*<l 
upon  am-  sub.i(‘<*t  that  may  l»e  up  for  consideration?  t»ur  cxp(*i*i(*n<*e  is  that 
wh(*re  a hoard  sits  down  around  a table  in  e<inal  numbtM*s.  that,  at  a ^nMu*ral 
jtroposition,  atrrc't'meiits  can  he  reached.  As  an  evidence  oi  this,  I will 
the  case  of  tlie  railroads.  ImrinL^  the  war  hoards  were  creatt*d  aloiiir  the  lines 
of  wliat  were  call(*«l  divisional  or  zoik*  boards,  which  liandh*d  tin*  allairs  of 
the  railroads  ]tri<u*  to  tin*  enactment  (d  the  railroad  act.  and  tiu*se  boards 
handh*d  tin*  cas(*s  in  (*ach  zone.  (»nc  board  in  this  zoin*.  which  is  called  the 
southern  zmn*.  handh*d  some  12.<HiO  cas(*s  dnrimr  tin*  war.  ami  only  four  ('as(*s 
W(*r(‘  in  disa.irreement.  and  ihese  four  cases  wen*  naturally.  h(*caus(‘  nf  .lisa.LU-ee- 
ment.  dntjtped,  and  that  would  he  tin*  result  b.\  tin*  cn*ation  of  a hiparty  hoard 
to  handle  the  atfairs  of  the  Navy  1 >(‘parrnn‘nt  and  tin*  arsenals,  that  there  wnmld 
he  an  ajrrt^ment  in  a ^treat.  .irreat  majority  of  the  cases,  and  wheri*  theix*  was 
jio  a,in'e(*ni(*nt  rt'aclied  the  <*as(*  would  fall  hy  d(*lault.  so  that  then*  wonld  he 
no  n*al  ti(*nps  or  lockouts  ity  reason  of  failure  t<»  n‘ach  deci'^ioiis.  and  by  tin* 
men  cuinin!i  to^(‘tlu*r  thort*  wonld  be  a natural  growth  ol  tin*  spirit  oi  Luye 
atid  take.  So  that  tin*  tinality  <tf  tin*  wlioh*  protHtsiticn  would  1m*  a.trn*(*mems  in 
practically  all  (he  cases  (*omin?:  hefon*  such  ln»ards. 

W(*  have  a concr(‘tt*  cast*,  on  tin*  ranama  t'anal.  of  how  a biparty  lM»ard 
works  sncct  ssf uliy . Huriiur  the  construction  ]M^riod  ot  tin*  Panama  < anal  ii  a 
d isa ^i'(*(  nn*nt  of  any  kind  artjst*  ocf'.v(*(*ii  tiu*  woi*kin(*n  and  the  inanam*m(*nt  Titaf 
could  not  he  adjusted,  it  was  m*cessai*y  for  tin*  men  to  send  a committee  to 
\\'asItin^ton  to  s(*cnre  a final  adjnstnu*nt.  Owinjr  to  the  distaiict*  and  the  time 
consnnu^d  tln*st*  trips  were  v(*ry  i*xp(*nsiv(*  for  the  w<»rkm(*n.  Several  yt*ars  aero 
we  s(*cured  tliroiurli  the*  ('oop(*ration  (d  the  (Tov(*rnor  ot  tin*  Panama  t anal  and 
the  Secretary  of  War  an  arraiiirement  whereby  a ]>iparty  hoard  was  cr(*at(*d, 
<*ne  man  selt*cted  hy  tin*  (lovernor  <»t  tin*  I*anama  ('anal  and  oiu*  1)\  the  woiiv 
men.  T!u*se  tw'o  in*ard  all  complaints  and  made  rec<nnmendations  to  the 
Governor  of  the  Panama  ('anal.  As  a result  it  has  not  Imen  necessary  for  a 
committee  <>f  tin*  worknn*u  to  come  A\  aslinijiton  with  y:rie\ anc(*s  which  ai(* 
now  adjnste^d  by  the  hoard,  (*ach  side  Indn^r  v^nally  resiamsihle  for  the  »h‘* 

cisi<ms. 

:Mr.  Alifas  has  prepared  a more  elaborate  statenu*nt  on  the  hill.  1 am  simply 
presentin^^  it  from  the  standiK»int  of  all  the  oriranizations  int(*rested  locallv, 
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n:iti.n:illv  :in.l  iiit.'nuitiuniillx . ii-.iiciitiii'-'  tlu-ir  hoiiiL'  in  Divoi-  of  such  lc!;isl:itin„ 

M ■,  I.UMX.N,  In  whnt  rcs)H>ct  is  tlie  present  Inw  heini:  elmnwd  by  the  pio- 
pose  1 

M ■.  0’( 'oNNKi.i,.  'I'livrc  is  no  law  at  all. 

M * l.oNDoN.  It  is  luoroly  a inattor  uf  <*ustoin? 

\l  \ (»’('oNNi;u..  It  is  a maittn*  of  mutual  amToiimiit  botwoiMi  the  partms 

M \x  Mr  oVennell,  I u-'te  ilmr  in  the  tirst  section  of  the  hill  you 
i,ro\hie  tlnit  the  six  ineinhers  representing  the  enip'oyees  slutll  he  chosen 
*•  in  such  innnner  as  the  civilian  eniployees  atTecled  l>y  this  act  may  deternnne.^ 
D.)  on  not  tliink  it  would  he  hetter  t«.  say  a majority  of  tlie  civilian  enijdoyees: 
The  Navy  Hepartmeiit  or  the  M’ar  I lepartmeiit  miiiht  lake  it  into  their  lieai..j 

to  r 'coiniize  some  minority  trroiip  of  the  ('iiiiiloyees. 

Mr.  O't'oNNKi.i..  Well.  I think  it  mi.siht  he  \vell  to  jiroMde  for  a majontj,  and 

rliei  ■ is  no  reason  wdiy  it  should  not  he  a majority. 

Mr  ZiitiMVN.  1 was  iti.st  foreseeinj:  the  dani;er  of  .some  arhitrary  seeietaiy 

reo  -nizin^’.some  small  minority  trroup  of  the  employees.  ..  . p 

AT  OVoNNKiT..  I think  that  is  a k'ood  sujjttestion,  and  that  is  a matter  of 
deti  ii  that  can  he  workiM  out.  We  simply  want  the  employees  themselves  to 
.selc  ‘t  their  representatives  so  that  if  can  not  he  said  hat  some  one  has  done 

it  f >r  them. 


STj  TEMENT  of  MR.  N.  P.  ALIFAS,  PRESIDENT  OF  DISTRICT  NO. 

44,  INTERNATIONAL  ASSOCIATION  OF  MACHINISTS. 

A r Aiif\s  Mr.  riiairnian.  our  association  comprises  all  of  the  maclunist.s 
iiM  he  Government  service  wlio  helong  to  the  Tnternational  Association  ot  .Ala- 
chi  lists  and  that  includes  approximately  90  per  cent  ot  all  those  emplojed 
so  ve  feel  that  in  speakins  for  these  employees  who  are  direikly  (om-eineil  in 
iliii  hill  we  are  fairly  representing  the  sentiment  of  those  who  will  he  atlectisl 

ikv  Mct  ill  tho  evmit  it  is  ^nact(^<l  into  law. 

This  hill  (H.  K-  1105G),  introduced  hy  ^Mr.  Hull,  of  Iowa,  has 
ear  Tvillv  drawn.  It  is  based  primarily  on  a report  that  was  sotten  out  after  an 
e*xl -iiistive  studv  hv  the  Labor  Bureau  (Inc.),  of  Ne'v  Aork.  Ihis  or.mmiza- 
ti,,  , is  composed  of  e<-onomic  experts,  statisticians,  and 

reyirded  as  the  lii.irhest  authority  on  practical  economics,  industiial  suiveA-. 

*''']n*^^the*^  hrs\'^Vla^^^^^  gentlemen,  the  hill  aims  to  recognize 

tl,  m nciple  of  bargaining  hy  the  establishing  of  a hi-party  and 

g^vam"  h,m  as  between  the  employees  of  the  f,  Vm  I’e 

and  War  I lepartments  of  the  Government  and  to  provide  a basis  foi  a moie 

;J^‘oVo:Sr  wl!o^  me,  has  explained  ,o  you  sonmwhat  (he  reasoiis 

w,  Viv  askhm  for  a hipartv  hoard  as  against  a hoard  otherwise  c<>inp<'^;l- 
Ilih-is  timched  to  some  extent  on  wliat  might  happen  in  event  the  Imard  « 

a- ve'  in  view  of  the  fact  that  the  hoard  is  composed  oi  an  equal  ^ 

I-I-  eufitlves  of  both  sides  of  the  questions  which  will  he  hefoie  it.  H additn  t 
wl  at  In  has  said.  I might  add.  as  you  know  from  your  ex,Huaeuce  in  Congress, 
rh  t voii  have  no  diflimiltv  in  reaching  agreements  as  to  ditlerences  that  i xist  a 

V 'e.  he  wo  louses  of  Congress.  You  have  organized  conference  ^ 

an  i i a a>  laid,  down  such  rides  as  enable  (hem  to  rea.  h agreements.  It  is  also  i.i  1 
I-  wn  Vli-  t a "Teat  deal  of  the  husine.ss  of  both  Houses  of  ('oiigress  is  transacted 
hv  unauhnoil^consent.  When  a hoard  sits  down  aroiiml  a taWe 
i'  ..  .,rp  re-urtltMl  ;is  euuals  they  are  more  likel>  t<>  ti>  to  le.un  .ni  .vueiium 
'll  in  if  (he  hoard  were  etherwise  composed  and  wdiere  each  side  is  appealing  to 
; u h e l u a . umpire.  Cnder  these  conditions  each  side  tries  to  present 
a ' S c2 Vase  01^  facts  as  to  its  side  of  the  .-ase.  Wereiis  it 

H . l-now  are  equal  thev  can  with  safety  advamv  such  arguments  as  ai 

hi  I'mifonnitv  with  h^ic,  justice,  and  fairness,  knowing  that  they  hate  as  much 
newer  as  the  other  side  to  reach  conclusions.  A board  composed  <)t 
he  -s  for  both  sides  such  as  this,  would  have  the  power  to  determine  befoiehand 
j^T  wiarthe'"^  event  they  failed  to  reach  an  agreement  and  lay 

df  wn  rules  for  breaking  a deadlock. 

\fr  \tkfson  What  do  vou  mean  by  a bipartisan  board. 

Ur'  Alikas.' Bv  a biparty  board  we  mean  a board  composed  of  an  ^^^1 
be  - of  representatives  from  both  sides  of  the  controi'ersj— that  is,  m this  in 
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stance,  there  are  six  representatives  of  ihe  employees  and  six  representatives  of 
the  departments. 

Mr.  Atkkson.  lint  you  do  not  mean  to  convey  the  idea  of  a bipartisan  hoavtl 
in  a political  sense? 

Mr.  Aufas.  No,  Thi.s  is  to  he  a imnpolitical  board.  I di<l  not  mean  a biparti- 
san jMtIitical  lioard,  but  a hipaity  induNtrial  board.  It  has  uothin;^^  to  do  with 
politics  whatever. 

Mr.  AtjvK.sox,  If  there  were  any  politics  in  it  it  miuht  not  be  as  well  balancCil 
as  you  supiiose. 

Mr.  Aiufas.  Now,  .ueiiTlemen,  as  to  the  way  this  sort  of  principle  has  worked 
out  in  practice — Mr.  0'('onnell  has  just  su, guested  tliat  it  I»e  explained  to  this 
committee  that  in  the  opi'ration  of  this  itonrd  there  are  no  expenstN  attaohe*!  to 
it  in  so  far  as  flie  (lovernment  is  coiu'erned,  exceid  to  liiro  a clerk  and  to  pr<j- 
vide  a board  room  and  such  inoidentals  as  would  be  ueedini  to  hamile  the  paper 
work.  The  represeidat ives  of  the  emjfloyees  will  have  to  be  imid  for  by  the  em- 
ployees tliemstdves,  so  that  it  will  not  involve  an  expense  svk'Ii  as  was  contem- 
plate<l  in  the  transportation  act  under  whioh  the  railroad  boai'd  was  esiab- 
iislied,  with  .aood  salaries  attached  to  the  positions. 

A'ow,  as  Pi  the  way  this  i)rinciple  has  worked  out  in  practice.  ITider  the 
traiisi>ortatiou  act,  in  a<i<lition  Ut  the  Railroad  Lahor  Hoard,  which  is  composed 
of  nine  members,  a trijiarty  board,  there  weri-  establishedi  several  adjustment 
boards  that  were  l^iparty  in  structure,  and  in  conversations  we  have  had  witli 
the  members  of  those  boards  we  learned  that  in  deciding  hundreds  and.  I under- 
stand, tliousands  of  cases  they  have  invariably  reached  decisions.  Tiiere  has 
not  been  a sinjrle  case  on  record  where  they  have  failed  to  a^ree.  That  is  just 
an  evidence  of  tiie  fact  that  a biparty  board  is  practical  and  that  it  is  not  con- 
structed in  such  a way  as  to  invite  continuous  deadlocks. 

Mr.  ZiHLMAN,  Mr.  Alifas,  you  were  not  present  when  I asked  Mr.  O'Comieii 
about  the  manner  of  determining  the  civilian  emi»loyees’  rei>resentatives  on  this 
Itoard.  Under  this  hill  what  is  to  prevent  a minority  of  the  members  of  some 
other  or;,mnizatioii  or  the  numibers  of  no  organization  from  selecting  the  repre- 
.sentatives  of  the  em]»loyees  if  the  Secretary  of  the  Navy  and  the  Secretary  of 
War  slamld  determine  to  recognize  that  minority  of  the  employees? 

Mr.  Alifas.  The  a(*t  provides  that  tliese  representatives  shall  la*  deterinine<l 
in  such  manner  as  the  majority  of  the  employees  decide. 

Mr.  ZiHLMAN.  The  bill  does  not  say  that. 

.Mr.  Alifas.  The  hill  pr<»vides  for  six  members,  wlio  shall  he  chosen  in  such 
manner  as  the  civilian  employees  affected  by  this  act  may  determine.  Under 
any  sensible  construction,  if  the  employees  as  a whole  decided  by  a majority 
vote  of  all  those  voting  P>  select  a certain  six  employees  or  other  persons  to  rep- 
n^seut  them,  that  would  constitute  a choice;  and  the  act,  as  we  uiulerstaud  it, 
<loes  not  give  the  Secretaries  of  the  departments  the  authority  to  determine  who 
is  elected.  It  is  a hijiarty  hoard  in  every  sense  of  the  word,  and  the  departments 
would  not  have  authority  to  determine  who  the  six  men  were  to  he  representing 
the  employees  any  more  than  the  employees  would  have  the  riglit  to  <letennine 
who  the  departments’  six  men  were  to  be. 

Mr.  ZiHLMAN.  But  if  there  were  two  groups  of  employees  the  Secretaries 
would  be  called  upon  to  determine  which  group  to  recognize,  so  it  seems  to  me 
it  would  clarify  it  if  you  would  put  the  word  “ majority  ” in  there. 

Mr.  Alikas.  Perhaps  that  would  he  an  imiirovement.  We  feel  that  tlie  fac- 
tUm  of  tlie  employees  wliich  is  organized  would  he  able  to  select  such  repre- 
.sentalives  as  would  satisfy  them  :iml  the  vast  majority  of  the  employees  and 
that  any  minoriti(*s  in  the  navy  yards  Mould  have  the  right  of  representation 
in  accordance  with  tlu‘  terms  of  the  act.  wliich  gives  the  board  authority  to  hear 
minority  grou])s. 

^Ir.  T.oxdon.  Does  this  hill  contemplate  the  establishment  of  one  hoard  of 
adjustment? 

Mr.  Alifas.  Y*\s,  sir ; for  the  two  departments. 

^Ir.  London.  To  act  for  all  the  navy  yards  of  the  country? 

Mr.  Alifas.  Yes,  sir;  and  all  the  arsenals. 

Mr.  London.  This  board  is  to  be  a board  of  appeals  from  the  decisions  of 
local  boards  of  adjustment? 

Mr.  Atjfas.  Yes,  sir. 

Mr.  London.  Local  boards  of  adjustment  exist  now? 

Mr.  Alifas.  In  some  instances;  yes,  sir. 

Mr.  London.  Is  there  no  provision  in  the  law  for  the  maintenance  of  local 
boards  of  adjustment? 
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Mr.  Ai.ikas.  As  fnr  tlie  navy  yanls  tiuw  is  a provision  for  the  estahlish- 
inonr  at  lurai  hoards  as  far  as  wa^ros  are  coneeiiUMl,  hut  there  are  no  hoanls 
for  the  handling;  of  ;rrievances.  However,  the  employees  are  not  represented 
(HI  tliese  iMtards.  hut  are  merely  acconh^d  liearinj-s.  At  the  arsenals  there  are 
no  hM*ai  hoards  authorizt^d  in  so  far  as  the  law  is  (•(mcerned,  hut  the  eoni- 
mandin^^  ottieers  of  the  arsenals  are  authorized  to  determine  wages  and  to 
administer  diseipline.  I hiring  re(*ent  years  the,\  have  of  their  own  volition 
(Uganized  wage  hoards  at  s(»me  of  the  arscaials  e(|ualiy  eomposed  of  rei>resenta- 
Tives  of  the  inanagement  and  the  enijihtyees  witli  reeommending  power  only  to 
the  eommanding  ottieer,  hut  there  are  no  sueh  Ixau’ds  existing  for  the  purpost' 
of  handling  grievances  at  all  of  the  arsenals.  Thest*  lK>ards,  however,  have 
little  diserethmary  power,  heeause  of  tlie  rules  of  jn’oeedure  laid  down  for 
them  hy  the  managements. 

Mr.  Atkksox.  In  case  of  confusion  or  of  conllict  in  the  selection  of  these 
civilian  six  memhers  ot  the  hoard  would  the  otln^r  six  memliers,  appointed  hy 
tlie  Secretary  of  War  and  hy  the  Secretary  of  tlie  Navy,  have  the  power  to 
recognizts  in  case  ot  contest,  any  one  st‘t  of  civilians  as  against  the  other  st*t  V 
Suppose  you  got  into  troulde  in  the  s(dtH*tion  ot  these  six  civilians,  and  one 
hunch  of  fellows  (vrtified  one  huncli  of  fellows  as  duly  electiM,  and  one  ccrii- 
fied  another  of  men.  Would  tlu*  six  men  selected  hy  the  departments  have 
th<‘  right  to  determine  that  soi’t  of  a dispntt'  and  to  recognize  oiu*  set  to  tla* 
exclusion  of  the  other  set  that  might  he  present(‘d? 

Mr.  Aufas.  It  is  my  judgment  Tliat  tlie  departments  would  not  liave  tlu' 
anthority  to  determine  whom  they  should  rtH'ugni/o:  that  should  \*o  doiU‘  either 
uiiothcially  or  h*ft  to  some  other  agency  of  the  ( hi\ (>nimeiit.  possibly  thi'  I>epart- 
mem  of  Justice,  which  interprets  the  law. 

-Mr.  Atkksox.  Hut  if  you  had  two  stjs  of  men  clamoring  for  recognition  how 
Would  you  settle  that? 

Mr.  Aufas.  Well,  the  Department  of  Justice  or  the  Department  of  Labor 
might  he  able  to  settle  whi('h  should  he  recognized. 

Mr.  Loxnox.  In  any  event  that  would  hav«‘  to  lie  determined  in  an  unollicial 
way? 

Mr,  Aufas.  Yes.  sir. 

!Mi.  ^A^^^o^.  Aon  liave  a houril  of  li2  memhers.  six  r(*presenting  the  (lepart- 
nuuits  aiid  six  the  eiujiloyet's.  Have  yon  provided  for  any  method  of  decision 
in  case  either  side  ftiils  to  have  a majority? 

-Mr.  Aufas.  I have  stated  in  my  ]>revious  nanarks  that  the  exp(‘ri(‘iict‘  we 
have  Iiad  with  tlie  railroad  lioards  of  adjustnuait.  which  ar(‘  evenly  <‘oniposed. 
has  been  tliar  tlu\v  have  a DMi  per  cent  hatting  average  as  far  as  reacliing 
df'cisions  are  concerned  and  1 think  the  hoard  ilsiMf  can  determine  how  it  is 
to  break  (haidlocks  before  they  try  to  roach  decisions.  The  wmrst  that  could 
happtai  if  they  could  not  decide  on  any  method  of  breaking  a deadlock  and  if 
tlicy  could  not  agree  on  anytliing,  would  he  that  comlilioiis  would  remain  in 
status  (tiio : and  there  ar<^  so  many  conditions  arising  tliat  eitiier  ]iartv  would 
have  p<»wer  to  l>ring  jiressttre  on  the  other  jiarty  to  comiicl  tiunn  to  decii’le  sonu'- 
thing;  each  side  would  have  sometliing  to  give  and  something  to  take:  in  other 
words,  if  they  oonhl  not  make  the  other  side  yield  on  one  thing  they  tnight  wait 
until  another  case  came  up  in  which  tliey  had  an  advantage  aiid  tlien  they 
could  rt'fuse  to  yield  on  that  until  tln^  otlier  faction  of  tlie  hoard  vielded  oii 
tlu‘  other  (piestions  at  issue.  So  I th'nk  each  party  w(nild  have  the  jiower  to 
force  file  other  one  to  yield  in  the  long  run.  As  1 have  also  stated,  (^mgress 
has  devised  coiifu’euce  comniiftee  rules  as  a means  of  getting  tlie  two  Houses 
ot  Uoiigress  to  agree  oii  tlieir  dilTenmces.  hoili  Houses  being  t*qual.  and  it  is 
very  seldom  that  tliey  g(‘t  deadlocked  on  a hill  so  that  it  never  emanates  from 
('(Hiteience,  although  that  o(*casi(aially  hapiiens,  hnt  as  a general  rule  the  dead- 
lock is  broken. 

Now,  Mr.  t/'hairman,  if  I may  he  j^ermitted.  T desire  to  pass  over  section  3 
for  n moment  and  refer  to  section  4 of  the  hill,  which  provides  for  the  adjust- 
inent  of  grievances.  At  the  present  time  in  the  navy  yards  ami  arsenals  there 
is  adefpiate  or  proper  machinery  for  tlie  adjustment  of  grievances.  As  a 
rule,  if  w’e  receive  a comniunication  from  some  navy  yard  or  arsenal  that  a 
grievance  exists,  that  an  employee  has  been  discharged  unjustly  in  his  opinion, 
or  some  other  matter  that  constitutes  a grievance,  we  go  to  the  department 
and  the  department  requests  ns  to  suhmit  our  complaint  in  ’writing,  that  letter, 
as  a rule,  is  transmitted  to  the  point  at  which  the  grievance  has  originated; 
the  commandant  or  commanding  officer  there  writes  up  a report  and  presents 
the  views,  as  a rule,  of  those  of  the  management  who  have  been  responsible 
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for  the  grievance.  It  is  human  nature  for  an  individual  to  contend  that  he  was 
1‘ight  in  the  exercise  <»f  his  authority,  and  the  result  almost  invariably  is 
tliat  when  the  report  comes  hack  the  senst*  (»f  it  is  that  they  were  right  in  the 
first  place,  and  there *is  no  reason  for  altering  the  decision.  The  result  is  that 
it  is  very,  very  seldom  that  a grievance  is  satisfactorily  adjusted,  and  this 
results  in  a great  deal  of  dissatisfaction  at  these  plants,  resulting  in  inter- 
fering wilh  the  morale  of  a plant  and  with  the  efliciency  of  its  operatioji.  So 
we  f(‘fd  that  if  tliis  hoard  is  authorized  not  only  to  he  a wage  hoard,  but  also  a 
grievance  hoard,  it  will  serve  a very  useful  luirpose.  not  only  from  the  viewpoint 
of  employees  hut  from  tlie  view’point  of  the  inanagement. 

The  other  remaining  sections  of  tlie  hill  relate  to  such  matters  as  when  the 
hoard  is  to  meet,  where  it  is  to  meet,  right  of  rt'presentation  at  hearings,  and 
]irovision  for  rtvognizing  the  rights  of  minorities,  what  sliall  <'onstitut(‘  a de- 
<*ision  of  the  hoard,  the  keeping  of  records  and  recommending  iTMuedial  legisla- 
tion, and  giving  of  reports  and  decisions  to  parties  at  interest. 

Now.  as  to  section  3.  which  constitutes  :i  new  basis  fnr  determining  wagt'-s, 
I would  like  to  s'ay  tliat  onr  asso<*iation  has  been  very  much  interestt‘d  in  that 
sultject.  W'e  have  been  so  much  interested  in  it  that  last  yonr  we  enqiloyed 
the  services  of  the  Labor  Kun*au,  lncor)H>rated.  of  N*wv  York,  for  the  imniose 
of  making  a survey  of  facts  relating  to  the  rate  of  iirodnction  in  the  Unitnl 
Stat(‘s  and  other  ehmients  which  would  have  a heaidng  on  wages,  analyzing 
tile  situation  and  ]ireparing  a report  for  us.  which  would  furnish  a basis  for 
a new  and  equitable  method  of  setting  wages  to  take  the  place  of  the  one  That 
now  exi.sts.  The  provisions  of  section  3 emnnerating  those  bases  are  largely 
taken  from  the  bases  wiiich  are  incorporated  in  tlie  transjiortation  act  and 
wliich  are  used  by  The  Railroad  Labor  Board  in  determining  wages  on  the 
railroads.  We  eliminated  some  whicli  we  did  not  tliink  ajiplied  and  others 
wliich  we  thouglit  contli<*ted  with  the  new  bases  that  we  are  proposing.  They 
arc.  in  brief,  as  follows: 

"(</)  Tile  maintenance  of  a standard  of  living  for  tlie  worker  and  Ids  family 
which  will  insure  health  and  decency." 

Tiie  inijiort  of  that  iirovision  is  based  on  a report  that  was  gotten  out  by  the 
Department  of  Lalmr  in  August,  liDP.  spt'eifying  a tentative  budgiT  for  a 
family  of  five  in  AVasliington,  D.  C.  AVe  felt  that  tliat  budget  should  he  the 
nnninium  that  a man  with  a family  of  a wife  and  thr(*e  (Jdldrtm  should  he 
(■om]i(‘lled  to  live  on. 

-Mr.  Atkk.sox.  AAliat  is  the  date  of  it? 

Mr.  Aufas.  August.  IDlb.  To  s1k»w  th(‘  comnnttc<‘  that  this  budget  is  mj. 
extravagant.  I wouhl  lik(‘  to  rt*ad  to  you  a f(‘W  of  the  itiaiis  of  (*\}iens(».  For 
instance,  on  iiagi*  ll^  of  tlie  budget  tlu'n*  is  slatwn  a li^'t  of  articlf^<  of  clotlung 
that  the  hiisiiand  of  ilie  family  is  supiios(m1  to  have.  He  is  allo\\'ed  to  get  (Hie 
straw  hat  every  year  at  a cost  of  ,S2.  -\t  tliat  tiiin^  you  could  not  g(U  much 

(tf  a slrau'  hat  for  Ib*  is  allowed  12  paii's  of  socks  jku*  \T>ar  and  flaw  nvo 
.S»H*ifh‘d  as  cotton  and  not  silk.  There  are  no  silk  shins  'U  tliis  budgtU.  It 
provides  foi*  one  jiair  of  ]o\y  shoi's  (‘vtu'y  othm’  yisir  and  for  one  pair  of  high 
sho(‘s  every  yi^ar.  It  provides  for  fhnM'  nc(*kti(.‘s,  at  "Hi  (*ents  a]iiece.  A’(‘ry 
few  jieople  were  willing  at  tliat  time  to  wear  oO-cent  neckties.  Imt  you  can 
get  better  ones  now  for  JO  cents.  At  that  lime  such  a necktie  was  a v(U*y  clu‘a]»- 
looking  affair.  Uiidei-  the  head  of  niiscellamams  expiMiditures  it  jirovides  .*^20 
a y('ai‘  to  the  entire  family  foi’  amusements.  If  yon  analyz(‘  that  you  will  tind 
that  it  would  alh^w  flu'  family  to  go  only  once  (*vt‘ry  livt^  weeks  to  a (htwn-town 
nioving-pictnrt*  show.  Tf  they  atftaided  a moving-idctun*  slaev  I'very  tiv(‘  wt‘eks 
the  entu'e  expense  mom‘y  for  anmseinents  would  hv  gone. 

Mr.  AtIvKsox.  That  would  depend  upon  the  pri(*e  of  the  show. 

Mr.  Aufas.  The  down-town  iiictnre  shows  at  that  time,  1 think,  were  4J,  50. 
and  Jo  cents.  For  incidentals  tliere  is  an  allowance  of  .SJ2  a year  for  the 
entire  family  or  .$1  ikm*  week.  Tliat  incUnh's  sticli  items  as  tohaci'o,  candy,  and 
otlier  litth‘  knicknacks  of  tlmt  kind  for  the  children.  Notliing  is  pro^uded  in 
this  Imdget  for  ('’hristmas  ex|)enditures  excei»t  out  of  that  fund  bn-  incidentals. 

Air.  Loxdox.  Ts  there  any  allowance  for  education? 

Mr.  Aufas.  It  provides  $.S.40  per  year  for  newspapers. 

Air.  Loxdox.  That  will  provide  one  paper. 

Air.  Aufas.  Yes,  sir.  It  would  not  include  a Sunday  paper,  liecanse  yon 
can  not  get  a AA^ashington  paper  daily  and  Sunday  for  that  price.  It  provides 
for  the  maintenance  of  three  children,  one  aged  11  years,  one  J years,  and 
one  2 years.  AAlien  they  get  older  than  that  this  bndget  would  not  he  suffi- 


BO.U,n  „K  A„,,UST.MK.VT  AKl, 

■"I™  i";;L.sr  „ 

j’  . * * ‘ 1 1*^  a \t^r\  foiisorv- 

%-i;l5lPp:=SS:~ 

jfe  ;iur;T  >,„,ni«.} 

-'Ir.  At.iKAs.  Ttii.s  ri‘n!p-t'\vAs^l'''  'A'liiji-t  prepared? 

mrnmmmm 

, ,l.r'‘v;!E«  s:r 'Sr“, 7 

inain  aatla.ritias  Ivla.sv  „ 4‘ . A ^ ‘"^0  main  sm  m . t, 

;,‘;’ll“l  ‘'''''.  "'“‘■•"■i-l'es  ef  lipir'ilay  \"re  ,L!"r'''''','  ■"'“  "“■■-»  li.vraj.  “! 

:p;sFrH!5rF!dT  St  r'"'''- 

"••■' •' 

lotnic  research  of' the^statisM^^^  < aiuhririse.  .Mass.,  hv  tjn*  eoimnittw 
ATK.SOX.  PI^UlS  nmS;  rniversli'S  ^ 

Mr.  Alifas.  Xo.  sir.  tl^at  report  ever  I)een  printed  ’ 

Mr.'  willlndea'l^r  volume, 

a ad  I believe  you  wm  it  reailv  is 

s -.ing  at  your  leisure.  ^uoS^?  ^ 


lUPVKn  OF  AD.U'ST.MFXT  .\XD  UOAIU)  OF  APl’KALS. 


l»r  Walter  W.  Stewart,  of  Aiubei'sr  College.  He  has  (•■m.stnicted  An 
Xiimber  of  rroductioii.  a copy  of  wliieli  1 liave  here  in  tins  little  \olmiit-.  It 
covers  oiilv  KI  pages.  It  is  .succinct  and  brief,  and  1 believe  it  would  be  .n 
advantage' to  the  coiuniittee  to  liave  it.  1 reipiest  that  it  lie  niseited  ni  tin 

^*^Vlr 'znir.MAN.  Is  that  contained  in  the  larger  report  yon  have  .suhimOed  ' 

Mr  \i  n-  vs  No.  sir.  'Pins  is  for  veritication  (d  the  data  that  has  been  relei  ied 
to  hi'the  tv|.ewritten  reiiort.  Then  we  have  Dr.  l‘aul  H.  Douglas.  oI  the  I ni- 
versitw  of' Chicago,  who  has  made  an  exhaustive  .-tndy  ot  real  wages,  o tin 
mir'chasiim  powei^d'  wages,  from  IS'Ht  to  I'JhS.  lie  is  a rccogni/ed  authority  on 
economic  suhiei-ls  and  has  been  a prolilic  contributor  to  such  h” 
voted  to  econoiiu(‘  research  as  the  American  Economic  of 

Dr  I ~Sl  Kuhinow,  who  in  1914  published  a treatise  on  The  Recent  1 lend  of 
Real  'w'a>ms— that  is  to  say,  upon  the  purchasing  power  of  wages,  after  having 

‘iiid  eminence  Who's  Who  in  America  devotes  a long  paragiaph  to  ile.  cin 
his  and  a<-tivities.  He  was  in  his  early  days  a doetor  ot  iue.ii- 

ciue.  hut  he  gave  tliat  up  to  take  up  eeoiiomics.  (MviV  sVrw 

on  tliis  eourse  of  endeavor  lie  heeame  examiner  <d  the  I mted  States  < tv  l s.  i v 

iee  Coiiuiiissiou  ami  later  ..u  an  exiMUt  in  the  Rtireau  f 

moor  of  \‘n*iculture.  1-ater  on  he  became  lihrannn  ot  the  Ihiieau  ot  ► tati.  ti  . . 

ITiited  Stales  Department  of  Oomuierce  and  Labor,  ami  still  tmeriean 

of  the  Rureau  of  Labor.  Then  he  l.eeame  the  <;hief  statistieian  .. 

i.rmch  of  one  of  the  insurance  companies  ot  Lnglaiid.  He  has  also  he.  u a 
i insurance,  was  e.llh.r  of  The  Survey  ami  ,a-esalent  ..  he 

Casualtv  Actuarial  S..<-iety  of  America,  as  well  as  a member  ot  several  so.-io higi- 
^1  e m Hcaeutitic  ..rgauizati.ms,  both  in  tins  country  ami  ahr.m.i 

MrLl>.Ni.<.N.  His  hook  ..n  s..cial  insurance  is  the  best  work  ever  pul.hshed  in 

tills  t.)unti.v  (.n  th^  is  the  author  of  many  works  on  practical  and  eco- 

,um  ;•  siihii  t's  o we  have  Dr.  Arthur  L.  Rowley.  ].rofess.,r  ot  statistics  ot 
he  Universitv'  of  London,  wlm  wrote  The  Change  in  the  Distribution  of  the 
National  Income  from  18S0  to  1913,  showing  that  labor  got  from  3o  to  38i  per 
ceT  f 1 due  a.hle,l  to  pr.i.luction  in  manufacturing  imUistry  in  Lnglini.h 
t/iIs  prop.frti..n  was  so  uniform  during  the  term  of  years  covered  hat  it  ^ 
l.clieved  hv  him  that  it  was  based  on  s.mie  economic  law.  He  shovytl  that  lal.or 

fac'turer  "..t  (ilH  per  .■eiif  of  the  valtie  of  tlie  product  over  tlie  I'enod  fiom  ah.  ut 
I'sdO  to  1913  Dhari  12  in  onr  report  slmws  that  of  the  value  uil.le.lh,v  manula.- 
Due  in  tile  rnited  States  fr.m,  1SS«)  t..  1914  hd...r  got  an  average  of  412  ,...r  cent 
in  all  imlustries.  and  that  in  the  nmtal  and  metal  |.ioducts  indnsti.v. 
similar  to  work  performeil  at  navy  yards  and  arsenals,  other 
industry  it  got  42  per  cent.  The  study  made  m this  country  and  the  -tudy 
uh  u^  sh  .ws  that  ..lit  of  the  value  added  by  manufacturing  >n^  ^y 

t eiv  is  a very  nearly  tixe.l  pr..i...rtion  f..r  lah..r  ami  .'upital.  which  is  governed 
hv  some  eciiumie  law.  Those  .studies  would  show  at  least  that  the  respective 
millhm  novX^  lah..r  ami  capital  have  resulted  either  in  a ha  ance  .>r  dead- 
r.mk  or  a comlition  of  status  quo.  We  might  draw’  from  pat  the  «smn 
ilm  c-inilal  and  labor  might  well  .-all  a truce  and  .Icvote  t heir  eiiei  g\_  h>.oi  i- 
h Pin  ’ so  e element  <if  society  which  might  be  accuse.l  of  gouging  both. 

authorities.  'Phen.  in  the  l.a.-k  '-f  tins  typ.-wn  Urn 
rei.ort  we  hav.'  siiit.-meiits  fr.an  Ihirty  ..r  forty  proh'ssors  ot  poUical  e.  oimm.v  m 
varh.us  c.lleges  ami  universities  in  the  Fnite.l  States,  m which  the.v  ansvv.  r ,i 
oiiestionnaire  vvh'ch  is  also  included  here,  as  to  whether,  or  not.  collectiy  h.u- 
■Ainin-  which  is  i.rop..se.l  in  this  l.ill.  by  the  way.  is  ].r..per  an.  wli.uher.  or 
n..f  hiT...r  .-an  get  ,ts  just  share  ..f  pro.hmf.on  tinh’ss  .•..Uective  bargaining  is 

''' m™r.x  Takim:  it  all  in  all.  th.-  contents  ..f  this  volume  aiv  ha.sed  np..n 
•uithoritative  ami  vvell-r..nnded  inf..rinat ion.  Ret. .re  the  rep..rt  was  Mil.mitte. 
‘to  ns  l.v  the  Labor  Rnrean.  liic.rporated.  they  submitted  it  l..r  ivview  t..  >eve  a 
,r,  f.*ssors  ..f  p..lit:cal  ec.m.my  at  vari.nis  colleges,  so  that  it  has  been  v p 
<iiVi,-iz.sl  and  carefully  prepare.l.  M'e  believe  that  it  is  an  auth,.rita  ivm  .p  it 
bntion  to  eonomic  thought,  aud  that  it  has  a .lirect  heaiing  up.ui  tiie  .11 

aAckso^^^^  there  any  cfumiileration  given  in  that  hook  t..  the  .piestion 
of  supply  aud  demand  as  it  applies  to  labor? 
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Mr.  Alikas.  There  has  been  a ^rreat  deal  of  0(»nsiderari(ui  jriven  to  that 
sui  jert : ves,  sir.  That  is  discussed  amply. 

Mr.  Eomxin.  You  mean  the  same  law  that  controls  the  price  of  potatoes  and 
oti  *r  farm  products.  That  is  your  tluntryV 

Mr.  Atkksun.  I wanted  to  know  whether  that  (piestion  was  discussed  in  the 
rej  art. 

Ml*.  Aukas.  The  studies  comprised  in  this  report  sliow  two  or  three  very 
sta ‘rlin^"  d’’scoveries  To  have  lieen  made.  One.  as  I liave  said,  is  that  both  in 
Iht  United  States  and  Kurland  it  is  shown  That  labor  and  capital  have  been 
.i:e!t’na:  almost  a tixed  proporti<m,  with  a deviation  of  only  about  2 or  8 
pel  cent,  of  the  value  added  Ity  manufacture,  and  That  that  has  held  true  iluriuK 
NO  years  apprttximately. 

Mr.  Atkks(ix.  You  mean  by  that  That  labor  ^ot  so  mncli  and  capital  ,itot  all 
tin  rest*' 

Mr.  Alikas.  I nu^aii  that  labor  jrot  8TA  j»er  cent  and  capital  p»t  (12A  per  cent, 
an  1 that  that  averaLV  had  deviatoi  only  2 or  8 per  <*cnt  during:  a per:<)d  of  SO 
yei  rs  or  more.  These  studies  also  disclosed  that  from  fln»  early  sixties  up  to 
INO;.  as  production  increased  wa.ires  also  increased  in  pr(»iK>rtion.  so  that  labor 
iroi  some  of  the  henetit  of  the  increased  ]intductivity  ; but  in  ISPO  sometldn^j: 
ha  ipeiied  that  has  not  yet  been  ascertained  which  <*aused  the  drift  to  ^ro  the 
oTl  er  way.  From  ISOP)  or  IIHNI  up  to  1018,  there  was  a gradual  encroacluneiit 
on  The  part  of  middlenum  (Ui  both  labor  and  capital,  so  that  labor,  durinir  that 
pel  iod.  not  (Uily  failed  To  tret  the  additional  80  per  c(*nr  by  which  the  per  ca]»ita 
pn  duction  had  increased,  luit  the  purt'has'n^  lK»wer  of  the  dollar  decreased, 
so  'hat  the  wa.trt‘s  which  the  worker  isot  in  1018  was  80  per  cent  lower  than  Tin* 
wa  Le  rect'ived  in  INOO,  Theref(»re.  there  was  a shift  <'f  00  per  cent  or  more  in 
pn  chasum  powta*  that  labor  on^ht  to  have  retained  luit  that  it  did  not  jret. 
I>n  we  heIie^'<*  that  this  r(*port  will  disclose  a metho<|  whereby  that  sort  of  in- 
jmtice  can  he  remedied. 

''he  hill  pntposes  that  wau’es  sliall  he  adjnsttxl  antiually  to  accord  with  in- 
ert a sed  lu-odnctivify.  vhicii  averages  two  or  thret*  ]K*r  cent  per  year.  an*l  that 
tin  cost  of  livimr  shall  affect  the  waues  of  labor,  eiiln'i*  up  or  tl(0\n,  as  tlie 
caM*  may  he.  It  prtivides  that  this  iiuu*eas(Ml  pi-ttduetion  factm*  sliall  he  add(*d 
an  inally.  ami  that  the  inert'ase  in  ]u*tKluction  is  to  be  avera.^retl  ttvor  *i  period 
t»f  !0  yt*ars.  havt^  l)oums  ami  bnsiiu*ss  depression^  whieli  tliey  t*Iaim  t*over 

]ie  itxls  of  about  7 years;  uml,  in  order  not  to  liave  sneh  a wide  thuUuation  in 
tin  ratt*s  of  pay,  wliieh  wouhl  einphasizt*  tlte  depressions  and.  possibly,  also 
eiirihasize  tin*  booms,  it  woiihl  Ik*  ht*tter  to  averaL^t*  it  up  for  10-year  periotls. 
In  that  way  we  wtmh!  uet  a result  that  wtmld  be  more  uniform. 

. Ir.  Uimirnian  and  jrt*nt lenum.  T hatl  intemUHl  in  tbe  earlier  ]»art  of  my  re- 
m:  rks  to  rtaid  intt>  the  record  tlie  waire  law  whi<*h  applies  to  navy  yards  and 
wl  icii  indirectly  irovt'rns  tbe  wa.ixe  situation  at  arstmals.  It  is  very  shorT.  and, 
wi  h your  i>eriiiission.  I will  read  it.  The  a<’t  of  December  21,  1801,  provides: 

• 'I'hat  tin*  hours  of  labor  in  the  navy  yards  of  the  United  States  shall  ht* 
fin  sann*  a<  \v  the  private  shipyards  jit  tn'  neai'est  the  post  where  sueli  navy 
ya  d is  establisin  d.  and  the  watres  to  Ik*  paid  to  all  cmploycvs  in  such  yards 
sh;  11  Ik*,  as  near  as  may  ht*.  rlit*  averajTt*  priet*  paid  to  employees  of  the  same 
ur:  de  in  private  shiiiyards  or  wtu’kshoijs  in  or  nearest  to  the  same  vicinit.v, 
f(t  H*  <h*H*rniined  hy  The  c(unmand;mt  of  tin*  navy  yard." 

''In*  a<*r  of  July  10,  18<>2,  ]u*ovides: 

• That  sectitni  8 of  an  act  to  further  iiroimJe  the  etli(*iein*y  of  the  Navy, 
ap  u*oV(‘d  I >t*et*m!»(*r  21,  1SC>1.  he  amt*nded  so  as  to  i*ead  as  follows: 

‘ ‘That  the  Inuirs  of  labor  and  tin*  rates  of  waixon  of  the  employees  in  the 
na  y yards  shall  (‘onforni.  as  m*ariy  as  is  eousisTt'id  with  the  pnhlie  intt*rest. 
wi  h those  of  ]irivat<*  establishments  in  tlie  imnu'diale  vi<*inity  of  tin*  rt*spee- 
riv  * yards,  to  lie  dett*rmined  h.v  the  commainlants  of  tin*  navy  yards  suhj«*ct. 
to  he  approval  and  revision  of  the  Secretary  of  the  Navy.  ’ ” 

"'he  only  alteration  that  has  been  madt*  of  this  law  since  its  eiiactmem  has 
1k^  n to  make  the  hours  <»f  labor  ei^ht  hours  per  day.  All  id*  the  rest  of  it 
is  n the  present  law'  unchnnired. 

^'lien*  is  no  law  that  jroverns  the  establishment  of  wa^es  at  arsenals,  other 
tin  n the  authority  of  the  department  t(»  emphty  labor,  hut  they  have  taken 
thi>  Navy  wa^re  law'  as  a basis  upon  which  to  promulixate  n*^ndations.  In  the 
reitilations  for  administration  of  the  civil  s<*rvice  in  the  Ordnance  I>epartmeiit, 
as  revised  up  to  1918,  the  followinjr  is  provided  in  Re.irnlatien  No.  10: 

‘ When  it  appears  necessary,  the  commanding:  officer  of  any  ordnance  estah- 
lis  iment  shall,  by  correspondence  or  otheiwvise,  rnak<*  dilijrent  inquiry  of  the 
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principal  private  mamifaeturin-  establishments,  md  incUidiUL^  cmploytM*s  id'  the 
United  States  < ;i>vt*rnment  in  liie  vicinity  of  his  pifst,  whu-h  in  lus  npiiinm 
should  best  furnish  tin*  <-omparisim  ih*sinMi  as  to  the  ratios  (»t  wa^es  panl  ti» 
the  w'orkinkuneii  *>f  ditTereut  -rades  in  each  trade  or  occupation  bu*  work  i)f  a 
.similar  nature  ami  LU*ade  to  tliat  .hme  at  his  pi>st.  i»r  resemldin.ir  it  as 
MS  possible.  The  ‘vicinity'  of  the  itost  is  ti»  be  Taken  as  the  re:.rnm  hin.^ 
within  a boundarv  suliicient  to  insure  similarity  id  eomlitiims  id  i*mph»\ment 
ami  liviu^^  to  tln>se  at  ihe  point  where  The  e!b»rr  to  tix  the  wairi*s  is  lK*imr 

math*.” 

SeetiiUi  4 reads:  i ti,  ,4- 

“If  ttip  ri'siilt  of  the  iiivesti^:irion  h.v  tlie  c.mnnandm?:  otheer  shu\\>  th.it 

<-h!iii"-es  are  necessary  to  e«iualize  tlie  rates  paiil  liy  him  ami  those  paid  in  tlie 
vicinUv  miiler  tlie  comlitioiis  api'licatile.  lie  will  siihmit  to  the  (Miiet  ot  <>ni- 
miiice'for  his  action,  a new  scliediile  of  wafres.  witli  reasons  therefor,  ami  at 
the  same  time  will  make  a reiiort  showin.L'  in  full  what  increase  or  decrease 
would  he  involved  in  the  way:es  of  any  >;ra.le  of  any  trade  or  oecaipation;  aiid 
when  said  scliediile  is  approved  hy  the  Chief  of  nrdiiance  it  reniain  in 

force  until  fiirtlier  cliaiiite  is  autliorized,  and  sliall  he  duly  puhlished  tor  the 
information  of  apidicants.  Employees  in  Seliednles  C to  H.  inclusive,  may  he 
l.ronioted  or  reduced  hy  the  coniniandin|r  otheer,  provideil  a change  of  work  is 

involved  reiinirin.tr  a change  of  designation.’  ....  •, 

Mr.  KriiKK.  That  simpl.v  means  the.v  shall  he  paid  the  ]>revailinir  wa.ires  land 

for  the  same  class  of  service  iierfornied? 

:\Ir.  Alikas.  Yes,  sir. 

Mr.  RriiKE.  Have  they  carried  tliat  oiitV 

Mr.  Ai.tFAS.  AVe  believe  they  have  carried  it  mit  very  conservatn el> . this 
regulation  has  been  modihed  hy  an  act  of  Conirress.  East  year  when  the  -M''nv 
appropriation  hill  was  jaissed,  carryin.“  aiiliroiiriations  lor  the  enrrent  fiscal 
viatr,  the  followinjj  lanjmaire  was  inconiorated  in  that  act:  _ 

“ Xo  part  of  the  inonevs  apiiropriated  in  this  act  shall  he  n.sed  for  lai.Mn;::  to 
anv7ivilian  ennilo.vee  of  the  mited  States  C.overnment  an  hourly  waw  or  sai- 
ar.v  larjrer  than  that  customarily  paid  hv  jirivate  individuals  tor  correspondimr 

work  in  the  same  locality.”  , . 

This  amendment  has  the  effect  of  providing'  as  tiie  maximmn  pay  tor  em- 
nlovet's  at  the  arsenals  the  hourly  waj;e  paid  in  the  vicinity.  In  other  words, 
they  can  reduce  wa^'cs  at  the  arsenals  as  much  below  the  pre\ailmL'  i.ite 
as  they  can  p:et  the  employees  to  ac<*ept.  either  imlivnlually  or  col!e<'tnel\. 

Air  'Bkkkk  In  other  words,  it  tixes  a maximum  and  not  a minimiim  rat..'.' 
Mr  \iiK\s  Yi*s;  it  tixes  a maximnm  and  not  a minimum  rate.  Me  ,i:et  all 
the  I’lenetit  oif  the  pressure  downward,  hut  there  is  notlniur  to  Imoy  ns  up 
under  that  sort  of  himnnure.  Furthermore,  this  is  a restriction  on  the  approini- 
ntion,  and  tlie  dislmrsiii}:  otticers,  in  order  to  he  sure  they  do  iiot  spend  nione> 
tliev  liave  no  authority  to  siieiid,  which  would  have  to  he  taken  out  ot  rheii 
„wn  salaries,  if  it  were  found  out.  would  he  dispo.sed  to  keep  the  rate  well 
below  the  prevailiiut  rate  in  order  to  he  sure  they  are  not  payinir  to,i  mm-n. 

Mr  Pi'HKE.  Dill  that  brin.ir  alumt  a reduction  in  wa.Lres.' 

Mr  \TiF\s.  Yes:  ir  has  bronubt  about  many  reductions,  but  it  was  passc-i 
sit'a  time  when  tliey  had  just  put  into  effect  a drastic  rednetmn  m pay. 

Mr  Bi'hkk.  About  bow  ’muchV  . 

Mr  Alikas.  Ahont  M cents  an  hour,  and  at  that  tune  we  were  about  P- 
protest  airaiust  the  reduction  in  pay  on  account  of  the 

\var  rtepartmeiit  had  just  adopted.  'I’liis  law  was  tlien  paased.  the  n- 
jiistice  we  felt  they  had  imposed  iiiioii  the  workmen  wa>  ot  about  eipi.il  st 
to  the  injnsti<'e  that  tins  new  law  imposed  them. 

Air  lU'KKK.  Then  von  were  hit  both  ways?  * i 

Mr!  Alikas.  This  is  what  the  acTual  result  was:  The  new  law  prevented  us 

from  securiiur  lustice  as  a result  <>1  an  appeal. 

Mr  \TKFS0N  You  di<l  jret  the  maximum  under  the  law.  did  you  not . 

Mr  \i  ik\s.‘No;  we  did  not.  M'e  were  ahont  to  appeal  trom  the  decisions  ot 
the  local  hoards  and  the  Ordnance  oflice  when  this  h-LUshitive  ridei  wim  enacted, 
and  the  injustice  imposed  hy  this  act  was  about  equal  to  the 
the  local  hoards  and  the  Ordnance  ottiee  had  imposeil  on  ns.  ihis  did  iiot 
result  in  fnrtiier  reduction  at  that  time,  hut  prevented  us  from  iiet tins  justice. 

While  1 am  on  tiiat  point  I misht  explain  the  injustices  of  the  deciMons  I 
referml  to  Thev  were  these:  For  a nuniher  of  years  the  employees  at  the 
‘irsemils  had  been*  paid  for  eisht  hours  as  mueh  as  they  received  in  the 
i,’."  iLliAlI'toU,  f..i-  lenstl,  ot  .loy  tl.oy  to  ,vork-.S. 
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Mirs.  In  sonu'  localities  the  shoBS  work  nine  honrs  ;)er  ^ 

veek  and  tive  honrs  on  Saturday.  The  department  had  ru  ed  «'‘it 
nditions  the  wases  of  the  workmen  in  those  shops  should  he  dni  led 
ind  tive-tenths.  or  in  shops  where  they  worked  eij:ht  hours  a day 
rhe  weera^^^^  f<mr  hours  on  Saturday  the  weeklj  earnms«  f ‘ ^ 
l.y  tive  and  (aie-half  in  order  to  determine  what  the  per  diem  rate  should 
Mild  \ve  thousxht  that  was  fair. 

before  this  le^rislative  rider  was  passed  they  ehanj:ed  the  rule  and 
that  they  would  divide  the  weekly  earninjrs  l.y  six,  so  an  employee  at 
enal  had  to  work  a full  six  days  to  earn  as  much  money  as 
te  shop  in  tive  and  a half  days.  That  was  one  decision  tioin  %\huh 

ahm-^  w-?s‘Tha^  thev  had  refuse.l  to  consider  the  p.iy  at  railroad  shops 
m a compadsoVi  wirt^  arsenal  rates.  The  railroa, 1-shop  men  were 
tinie  receivinji  the  hi^thest  average  rate  obtaining  in  an>  laise  mdustij 
IS  comnarahle  namelv  77  cents  per  hour.  The  result  of  the  adjustment 
1 Vi  e arsenals  of  hitther  skill,  as  we  believe,  because 

Ive  i h VVeV Vtrade  of  work  at  the  arsenals,  were  fietting  an  average  of 
VV.  Venm  an  hour,  or  U cents  an  hour  below  the  average  rate  paid  in 

her'^fault  we  had  to  tind  with  this  language  was  that  it  enables  the 
ice  Bureau  of  the  War  Department  to  substitute  the  hourly  rate  for  tl  e 
e The  1 of  the  S-hour  law  contein, dated  that  if  a workman 

V Vi.dit  mJS' V di.y  he  should  get  as  much  pay  th?t 

. iienr^  ner  dav  This  new  law  changed  niatteis  so  tnat 

I'einplovees  working  eight' hours  would  get  only  ei,dit-nintl^  of  the  paj 
d by  emidoyees  of  private  concerns  working  nine  hours.  That  we  felt 

h™..  naKllltcl  l„  lliia  yar's  IVa,- 

n ‘ jilthuiurli  onlv  sli^ditly.  Thoy  have  stnu*k  out  the  \\oid 
l.^tituted  the  words  “ uverajre  tlaily/'  hut  the  ay(M-a;ie  daily 
< the  m that  can  he  paid  and  leaves  nothni^^  to  protect  the  eiu- 

AiarKKoNl'lVas'iiot  the  maxiiamii  Hxeti  its  a restriction  oa  the  tlepartiiieiit 

t them  from  paying  too  much? 

ALiFAs.  Yes,  sir:  it  was.  , , o 

Vtkkson.  It  was  not  aimed  at  the  employees? 

AMFas.  It  aflV<ds  the  employees. 

v rwKsnx  T know'  luit  it  was  aimed  at  the  othei  fell<o\.  ^ 

\i  ]F\s  It  was  aiined  at  the  department.  r<mfrress  was 
pression  that  the  department  was  willinjr  to  pay  as  much  as  t e>  l a 
\\nu  n»  oav  Hut  our  experience  with  the  department  lias  heen  that  tl 
ilv  look  upon  wage  (picstions  from  the  vicw{>oint  of  the  employer,  and 
lle.l  i^cIlSrnhcmciit  to  In.lnce  then,  to  fCt  the  ciise  »aie  »*  hnv 

iTl"":;  ™r'S’'it  ....t,  that  where  a .oaxi,,,,.,,,  rate  ia  llxe.l 

; ^-enerally  the  amount  they  would  jret? 

AUFAS.  Yes.  sir, 

i uuimt  is  a<  a tT(*neral  j.roposition . 

he;.",oi;hmof';!.mtii." 

n tmir-h  \ve’’es  lie  is  willintT  to  accept,  in  lieu  these  » 

•r  rje  in  eimdovi^^^^^  at  the  arsenals,  so  these  so-calle,l  gratuities  are 
VitV  nSVJtion  who^  the  law  of  sup,dy  and  demand  alone  is  in  opera- 

litTieve  Vhe^'l'iiiteil  States  Covernment  should  get  a vay  from 
t e 1 rewVli.eVVage  for  this  reason;  The  prevailing  rate  is  ottentines- 
,7\^;;Vi-T,as;‘fon  the  law  of  supply  and  dmnand.  It  v^Fv  ^hhm 
iV-nling  rate  is  set  in  accordance  with  the  principles  of  collective  bar- 
Tr  iV  th,  result  iV  an  unjust  wage,  then  the  United  States  Government 
mwiim  the  prevailing  wage  is  obliged  to  emulate  injustice.  Instead  of 
it  oiiglit  to  have  an  independent  way  of  determining  these  things,  >as  < 

mess  and  justice. 
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Mr  ('hairman  there  is  much  more  to  be  said,  but  the  time  for  adjournment 

is  near  ami  ihis^etm  with  the  appendices,  I believe  will  /tUe 

committee  in  taking  favorable  action  on  the  bill.  I request  permission  of  1 c 
cornnlmee  to  hisert  these  appendices  in  the  record.  They  are  very  short;  one 
consists  of  7 tvriewritten  pages  and  anoth.  r of  IH  printed  pages. 

Mr  BrRKE.'  If  there  is  no  objection,  you  will  have  the  priviliege  of  putti  g 

in'the  record  anvtbing  vou  may  desire.  Are  there  any  objections? 

Mr  aVkeson  1 have  no  obje<-tion,  unless  by  so  doing  we  might  work  a 
cross-purposes  with  the  Uommittee  on  1‘rinting.  That  is  the  onl.v  thought  I 

had  in  mind.  . i 

Mr  HrRKK.  If  there  is  no  ohjection.  it  will  be  so  ornere<i. 

Mr  Aiifas  Thank  vou.  Mr.  Cliairman  and  gentlemen  of  the  commUttMN  for 
your’verV  courteous  Attention  and  for  the  lu'ivile^m  of  hcin.ir  able  to  present 

has  matter  to  you  to-day. 

(Thereupon  the  committee  ad.iouriied. ) 


ahhendix. 

UkCORT  ox  THK  KkLATIOX  HkTWKKX  M’AOKS  AM)  PKOnCCTTOX. 

■VCK  N O W I.E1)G  M EX  T S. 

MU,. Mite  .,ro  due  esneciallv  to  Prof.  M’illiam  F.  Oghiirn,  of  Coliimhia  Uni- 

versitv  foi*  advice  and  criticism,  and  also  to  Prof.  .Tohn  1^**1**^  j _ 

Heiirv  K Seager,  of  Uohiinhia  Fniversity,  to  Dr.  \\  esley  ( . Mitchell  and  I r. 
laM.  Wolman,  of  tlie  New  School  for  Social  Research,  and  to  Mr.  Oswald  Knaiith, 

of  tlip  Xational  Bureau  of  Economic  Research.  ^ • 

AVe  Are  much  indehttnl  to  Dr.  Paul  Douglass,  of  the  I inversity  of  Chieaso, 

for  nermis^ion  to  use  his  study  of  real  wastes  in  Appendix  <x. 

^ ^Ve  must  also  gratefully  acknowledge  tlie  conrte.sy  of  tlie 
mists  who  answered  tlie  (piestiminaire  in  Appendix  B.  ^ 

Edmund  E.  Dav,  of  Harvard  University,  and  1 rof.  M alter  M.  SUvv.irt,  f 
Anilmrst  ('ollege,  wlio  chiritied  for  ns  certain  ipiestions  m regard  to  thnr 

indices  of  production. 

IxTuonrcTioN. 


The  wages  of  niactiinists  in  Federal  employ  can  not  lie  deterniiniM  by  the 
methods  now  iiossilde  in  determining  wages  of  those  m private  eniplo.v.  1 r 
llie  latter  mav  withdraw  their  hdior  collectively,  and  tlnis  use  tlieir  emminiit 
nower  in  collective  liargaiuing  to  gain  increases.  Economists  are  almost  nmini- 

mons  ill  the  opinion  that  labor  inay.  l.y  i-olhadive  i.argaiiung.  apiuMaMaMy  eiihirg^ 

its  recompense,  and  that,  in  fact,  without  colle<-tive  bargaining  lahoi  is  ot 
likelv  to  m-eive  a fair  share  of  the  national  income.  ( Sw  Appendixes  A and 
B ) ■ But  since  Federal  eiiqiloyees  .shonid  not  he  oliliged  to  strike,  tlieii 
siienld  not  ile  iond  on  any  balance  of  e<-enomic  power  between  them  and  he 
Covernment.  and  some  more  .scientitic  i.rinciple  of  wage  determination  must 

'■^n  Tlmtast  wages  in  the  arsenals  and  navy  yards  have  Ikhmi  deterniined  h.v 
ihe  current  rates  in  neiglihoring  plants.  During  tlie  war.  wages  were  adjust!  d 

been  aliaiidoned  liy  mutual  consent.  • , . i I 

Neitlier  of  these  metliods  is  satisfactory,  and  neither  is 
tiioorv  To  make  tlie  wages  of  Covernment  enqiloyecs  depend  wlioll.v  on  ilu 
Imrrent  nlarkld  i^'s  inv^idves  a large  chance  of  injustice,  'riu-se  ral(>s  C.e.n- 
<;elve^  are  not  the  result  of  any  seitaititic  calculation,  i lm>  ma>  lu‘ 
of  rolloetive  hariiainim:.  or  on  ilu‘  otlu-r  lumd  tliey  mu>  lu‘  onh  tin  latt. 

di iVlI  canmrs  are  able  to  obtain  as  the  result  of  eornpemiou  ni  an  open 

lalMU  maid<et  dealin-  imlividually  with  the  superior  eeouonue  piovm-  of  om- 
binations  of  ••apital.  They  are  not  fixed  aceordmg 
llios<^  which  the  Government,  as  an  employer  with  a dut>  ^ 

tan  <amht  te.  ostahlish.  Hi  such  a matter  the  Government  ou^^ht  t<.  ^ 

rather  than  a follower.  Tt  .»uj.d»t  not  to  ado]»t  the  arlutrary  metlioii  of 
whatever  private  emiiloyers  mi^ht  chance  to  pay. 
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To  ower  or  raise  \vaj;e  rates  in  tlie  same  ratio  as  tlie  tall  or  rise  in  tlie  eost 
of  livi  I''  is  also  arhitrarv  and  nnsaiisfactory.  It  assumes  lliat  the  \va;re  at  whieh 
tlie  nr  .eess  starts  is  a just  and  im’"!'*"'’  and  alters  it  only  as  tlie  retail  iiri.-e 

level  < lianues.  It  tluis  periietiiates  the  waaeworker's  existimt  -standaril  of  In 
altlioi  irli  almost  all  authorities  ano-ee  that  the  standard  ef  livint;  of  all  classes 
shonh  rise  with  the  rise  in  the  :JToneral  standards  and  wealth  ot  the  community. 

It  i I*hviuus  that,  for  the  ^^ood  of  all  euiuvrned.  the  niovnueiit  ot  wa^^es  slamld 
hear  -ome  relation  to  the  national  wealth.  S|)ecitically.  it  shoal,  hear  some  re- 
lation to  the  nroiluct  of  imlustry.  We  do  imt  mean  h.%  this  that  ston-'vat.-h 
Vml  loiius  methoils  should  he  adopted  which  set  one  worker  in  coinpetitio  i 
atrain  it  another,  hut  may  not  raist*  the  average  level  ot  r-ml  wattes  in  the  least. 

We  n can  that  the  watre  earners  as  a whole,  or  any  coiisiderahle  ttioup  ot  \\a,^e 
,,.,nie-s  shoul.l  receive  a larirer  reward  as  the  i.roduct  (d  their  lalx'r  inciea.ses. 

This  •ir-mr  reward  mav  he  exi.ressed  in  terms  of  unitorm  watte  rates  co\etiiu. 

whirl  shall  Ihlrnihaa'  a ni.-th..il  ..f  var.viiis  tin’  wasi-  ratas  iiia.ais  iii.hM.liial 
work-rs.  hut  one  which  shall  s.‘t  a standard  for  the  averatte  or  inirmal  wa^i 
'I'll  • followiiur  studv  is  an  attemiit  to  arrive  at  such  a principle.  A liiiet  sum- 
niarv  of  the  wime  theories  he'd  hy  economists  esiahlishes  the  hroad  theoreti.'al 
hasis  of  the  impiiry.  .V  study  of  the  facts  of  production,  and  of  the  watte  eat  ti- 
ers' viare  in  the  product  .d‘  imlustry.  leads  to  the  formulation  ot  a seneial  piin- 
ciide  ind  suttjtested  metlmd  of  applyintt  it.  A study  coveriuit  su.-h  a hioa.l  ht  ld  is 
nece'sarilv  caiiahle  of  much  mvpansioii.  hut  we  believe  tuat  tis  tiir  as  we  h.t\t 
t een  ahle  to  <'o  we  are  on  solid  ttt'ouiid.  and  that  the  principle  developed  is  at 
least  lilore  scieiititic  than  the  method  now  used  in  tiximt  the  wattes  of  machinists 

'"'iVi  it^prinH^^^^^^  briefly  statml.  that  averatte  real  wattes  shoiihl  increase  at 
least  in  direct  ratio  to  the  increase  in  per  capita  pr.xluction. 

A.  TiiEoitiKS  OK  W-U.ns  Hkmi  iiy  Kcono.x' ists. 

T.  sniSlSTENCE  THEOUY  OK  “ lUO.N  1..XW  . " 

T1  - subsistence  theory  of  waites  was  one  of  the  tirst  deyeh  ned  >>y  w'rjy 
• f mil  ii*w  ubfiiidoiuMl  bv  virtuully  :iil  iiutboritit^s.  It  litld 

ee.m.  tnists.  ‘ m ^ to  the  lowest  lex  el  at  which  the  xvork- 

toat  wa»(s  < * . .ilive  Waites  could  not  remain  lower  than  this 

fo?  i'’thev  .Ih'l  so  the  deatli  rate  would  increase,  thus  .liminishimit  the  supply 

nf  hi  borers  ;nnl  eimblin^^  them  to  tleiimml  hm-ber  i)ay.  the  othei  ^ 

^ . hmihl  -M)  -ibove  the  siibsisteiu-e  level,  birth  rate  would  increase  and  the 

rr  r,-?  i.ull  tlkit  llwn.  «'o„W  l.k  :m  ..v,.,-»i,|.|.ly  ;.f  l..l.orws 

^nwi^rxx’hlch'maymdaSe  the  t.ital  pr.i.luet  fasl^r  thaii  the  growth  of  popu- 
lath  II.  Many  other  complications  are  ignored  hy  it  altoitetlui. 

11.  STAXUAim  OF  I.IVING  THEiaiY.  ^ 

Tl  th.'orv  was  developed  somewhat  later  as  a nio.litical i.ai  of  the  siihsis- 
11  IS  till,  j 'V  itni.l  tl  -It  the  xva-e  level  is  set  hy  the  standar.1  ot  hviiia  of 

i''"';,  ror^vh  itOvS  it  »tu,„l«nl  of  Hvlus  iuhtht  ho  Oloso  to  the 

si  h-istouce'lovol.  or  on  tlie  otlier  liimil  it  iiiialit  lie  imich  liiahor.  I.m  siiue  thi 

;;“‘,:ti  rrii^ri  ■;i';r  Ti:ri“rr ShS  h,„or 

whe  I witees  beromee  too  low  to  ■hh'"*™  taiS  iumij  tSi'as  tnieknhiineil. 

1“S£S,'hS-  resist' 

fun(  amental  question:  What  determines  wages. 
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III.  WAGE  FUND  THEORY. 

The  wage  fund  theoo*  was  an  attempt  to  answer  tins  fundamental  ques- 
tion. It  is  not  held  hy  modern  authoritie>,  having  been  thonnighly  discrediteil 
witliin  the  last  50  years.  According  to  this  theory,  all  physical  goods,  whether 
for  consumption  or  for  use  in  i>ro<lnction,  are  called  “ capital. ''  There  is  at 
any  time  a givtai  anionnt  of  capital  in  the  world,  ami  out  of  this  cai)ital 
wiiires  an*  paid.  The  amount  of  wages  depends  <>n  the  amount  of  capital:  tlie 
larger  the  capital,  the  larger  the  wages.  If  there  were  no  capital  there  would 
he  no  wages.  The  capitalist,  therefore,  jn'ovides  work  for  the  wage-earner 
and  tlie  wage-earner  always  gets  exactly  wliat  he  deserves.  If  he  .gets  more 
than  a certain  amount,  he  will  encroach  on  capital;  capital  will  slirink.  aial 
wages  will  fall.  If  he  gets  less  than  this  amount,  capital  will  grow,  and  in 
order  to  tind  use  must  compete  for  labor  and  pay  higher  wages. 

There  is  a certain  olnious  truth  in  this  tiu^ory,  Init  beyoml  that  it  is  mis- 
leading It  is  true,  of  course,  that  workmen  can  not  consuim^  more  tthysieal 
goods  ihan  there  are  in  the  world.  It  is  also  true  that  if  the  capital  devoted  to 
production  shrinks,  tliere  will  l>e  fewer  physical  goods  tt>  <*onsiime.  Here  rlie 
truth  in  the  theory  stops.  It  is  misleading  to  liimji  consumption  goods  together 
with  the  instruments  of  production  under  the  term  “capital,”  one  kind  of 
goods  can  not  easily  be  converted  into  the  <»ther.  It  is  misleading  to  identify 
either  of  tliese  kinds  of  goods  with  private  jiroiterty  in  tlieni.  exi»ress<Ml  in  terms 
of  money.  The  “ capitalist  ” is  no  more  responsil)le  for  the  existence  of  idiysical 
goods  than  the  laborer.  Furthermore,  it  is  ab.solntely  untrue  t<»  conclude  that 
wages  can  not  rise  beyond  a certain  point  witliout  decreasing  the  capital  de- 
voted to  production.  Rising  wages,  by  creating  demand  for  products,  may 
encourage  tlieir  production,  and  thus  lead  to  the  increas^^  of  productive  caiiital. 
The  “ wage  fund  ” is  not  a fixed  quantity,  for  although  it  may  he  limited  at 
any  given  moment,  it  is  capable  of  being  indefinitely  enlarged  over  a period 
of'tiine.  How  much  it  can  be  exiamded  depends  not  so  much  on  the  rate  of 
wages  as  on  other  factors  such  as  natural  resources  and  technitTil  elHciency. 


IV.  PRonrcTiox  theory. 

Many  present-day  authorities  have  substituted  for  the  old  theories  the  pro- 
duction theory  of 'wages.  Ignoring  variations  of  detail,  the  theory  may  be 
stated  as  follows : 

The  total  amount  of  goods  available  for  distribution  among  the  p*>pulanon 
is.  of  course,  the  total  anionnt  produced  for  consumption  purposes.  The  more 
goods  there  are  produced,  the  more  there  are  to  be  consumed.  This  amount 
may  lie  increased,  and  1ms  been  increased  in  modern  times  faster  than  the 
population  increases. 

There  are,  in  general,  three  factoi's  in  production:  Land  (meaning  natural 
resources  of  all  sorts),  capital  (meaning  the  instruments  of  i»roduction),  and 
labor  (meaning  work  of  all  kinds  by  all  classes  of  th'e  })opuIati<»n ).  Rrodiiction 
results  from  the  joint  use  of  all  thn^e.  J'be  farmer  tills  his  held  anil  raises 
grain:  the  grain  ’ results  from  the  application  of  labor  hy  means  of  a plow 
(capital)  to  the  laml.  If  the  farmer  acijuires  more  land,  or  the  land  becomes 
more  fertile,  timt  increases  the  production  of  grain.  If  the  farmer  uses  more 
plows,  or  Itetter  phovs,  that  increases  the  i>roducthtn  of  grain.  If  the  larmer 
works  better,  that  increases  the  production  of  grain.  The  contrary  h<»hls  true 
in  all  these  i'ases.  Some  factors  may  increase  in  amotint  or  ellicicncy  while 
others  ai’e  decreasing.  Whatever  the  canst^  of  the  increase  or  decn‘a>e  in 
production,  the  farmer  lU'cessarily  feels  the  result. 

In  the  case  of  The  farmer  who  owns  his  land  and  his  tools,  and  raises  lumducis 
merely  to  support  himself  and  his  fainly,  tliere  is  no  problem  of  ilistrilmtion. 
P»nt  where,  as  in  modern  society,  some  people  receive  income  for  tiwning  land 
or  natural  resources,  some  for  owning  cai»ital  goods,  and  oihers  merely  tor 
tlieir  labor,  the  distribution  of  the  total  product  has  to  l»e  accounted  for.  This 
the  production  economists  explain  by  the  interrelation  of  the  various  lactors  in 
]n*oducti<»n.  If  the  amounts  (_>f  labor  and  ca])ital  grow  more  rapidly  than  land 
under  cultivation  or  other  use,  land  becomes  more  iti  demand,  and  hence  its 
ouner  can  exact  a higher  rent — that  is.  a larger  proportion  ot  the  total  proiltict. 
Or  if  a given  amount  of  land  becomes  more  })roductive  in  comparison  with  a 
given  amount  of  capital  or  labor,  it  l>ecomes  more  in  demand  and  its  owner  can 
exact  a higher  rent.  The  contrary  is  true  in  each  case.  The  same  principles 
apply  HI  the  case  of  the  reward  of  the  other  factors  in  production. 

GOS— 22 2 
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G he  reward  whi<-li  frees  to  the  tiwner  of  a l)usiness  as  owner  is  the  reward 
of  apital  and  eoines  under  tlie  liead  of  interest.  But  ttie  reward  wlneh  comes 
to  he  business  man  as  a result  of  his  efforts  in  orfranizinfr  production  though 
it  iiuv  in  soiut*  cui>es  be  culled  protits,  is  considered  us  the  rewaid  or  luooi 
am  i.s  technically  clas.sed  with  wafres.  The  l)usiness  man  who  received  tins 
re\  ard  is  commoidy  call(>d  by  economists  the  entreprenetir  as  di.stinf,mislied 

fro  n the  capitalist  or  owner  of  capital. 

Many  production  economists  believe  that  the  same  principles  winch  j^ovein 
tlu  distribution  of  the  national  income  amonj^  land,  lal)or,  and  capital,  also 
iro'rrn  the  distribution  of  labor's  share  amon.ir  the  various  classes  of  workers 
tlu  t is,  that  a scarcity  of  any  class  of  labor  will  increase  its  sliare,  and  also 
tlu  t the  entreiu’eneur,  the  skilled  workman,  the  (H>iiunnn  laborer,  etc.,  will  each 
vvi  ‘ive  waives  proportionate  to  theii'  relative  coiitrihutioiis  t(»  pn»duction. 

''he  the<>ry.  as  it  ttmclies  waj^es,  may  be  stated  as  ftpllows: 

' . That  wajzes  may  increase  as  tlie  total  i>roduet  per  capita  increase^. 

: . That  tlie  i)n»porti(Ui  of  the  produ<*t  wliieh  labor  receives  i)e(*(uues  larger  {n) 
as  the  available  supply  of  capital  or  of  laml  increases  in  relation  to  the  supply 
of  labor;  and  (h)  as  the  productivity  of  labor  increases  in  relatum  to  the  pro- 
dii  'tivity  of  land  or  capital.  (This  is  call(‘<l  by  eccummisrs  the  theory  of  margi- 
na  productivity.) 

' 'he  contraries  are  true  in  lu)th  cases.  .... 

M>me  ecomunists  have  gone  so  far  as  to  say  that  this  system  of  distrumtion 
is  Pthically  or  morally  right:  most  of  them  merely  maintain  that  it  is  what 
tel  ds  to  happen  under  a capitalist  form  ol  economic  organization. 

.irtually  all  production  economists  (lualify  this  theory  by  saying  that  it 
iiu  icates  wduit  would  liappeu  under  perfectly  free  competition.  In  so  far  as 
eo  upetition  between  capitalists  or  landowners  has  been  restricted  by  any  form 
id'  comhinat!(»n  or  monopoly,  they  can  arbitrarily  increase  their  sluire  of  the 
pr  iduct.  Watre  earners  can,  in  such  circumstances,  ga  n their  coni]»etitive 
shire  only  by  opposing  eouihinations  of  capital  with  the  economic  po\ver  of 
CO  uhinations'of  laborers.  This  is  the  theoretical  justiticatiim  for  the  use  of 
til  ‘Strike  and  of  collective  bargaining,  ((’olleetive  bargaining,  of  eonrso,  loses  its 
fo  ce  if  it  does  not  rest  upon  the  potential  iK»wer  (>f  the  alulity  to  strike.) 

Uany  modern  economists  have  come  to  see  that  the  part  of  the  jiroductivity 
fh  *or>%  which  has  to  do  with  distribution,  is  mod’fied  by  st>  many  complex 
<(»  ial  and  economic  forces  that  it  can  not  l»e  aitidied  in  any  automatic  way. 
S<  me  have  criticized  it  by  saying  that  it  does  not  prove  that  every  element  in 
prtdnctioii  receives  the  share  of  actual  idiysical  goods  or  services  wliicli  that 
eh  ment  produces,  hut  rather  that  it  receives  its  sliare  of  the  eeommiic  value 
(►f  such  goods  or  services  under  our  present  fttrm  of  industrial  organizations, 
w)  ich  is  a ditTerent  thing. 

Kcomuiiists  would  agree,  liowever.  that  if  labor  dues  receive  a constant  or 
m iriy  constant  proportion  of  the  national  ]»rodu(‘t.  n'al  wages  will  incta^ase 
Ol  the  average  as  the  total  per  capita  product  of  the  nation  incrt‘ases.  This 
is  (thvious  and  axiomatic. 

(Fur  (inotations  from  modern  economists  on  the  i>roduction  theory  and  col- 
ic T ive  bargaining,  see  Appendix  A.  For  answers  to  a recent  iiuestionnaire  on 
th  * same  snhje<*t.  see  A]»pendix  F>.  t 

It,  SmiY  OP'  THK  Facts  ok  PKonrcTiox. 


Qrp:sTioxs  to  up:  Axswp:in-:i>. 

.Vs  a i»relimimiry  to  any  attempt  to  base  tlu‘  determination  of  wagi^s  on  pi*o- 
di  ctitui  w’(‘  must  investigate  the  actual  facts  by  means  of  statistics.  Does  the 
pi  Kluction  of  tlie  Nation  show  a tendency  to  increase  over  a considerable 
pu'iodv  Is  tliis  increase  taking  itlace  at  a more  rapid  rate  than  the  increase 
in  pitpulationV  AVhat  are  the  characteristics  of  the  increase?  What  share  of 
till?  national  income  a(*tually  is  paid  in  wages?  Doi-s  this  share  vary  widely, 
or  does  it  tend  to  remain  constant? 

TT.  THP:  COT'USE  of  physical  PRODl'CTlOX  AM)  TOTAL  VOTA'MP:  OF  PKOUrCTTOX. 

On  the  basis  of  general  considerations,  we  should  expect  to  find  that  a large 
in  Tease  in  production  had  taken  place  in  the  I’nited  States  and  is  still  going  on. 
Farming  land  and  natural  resources  have  shown  no  signs  of  becoming  ex- 
hj  listed,  hut  have  come  more  into  use  as  the  population  has  growTi.  There 
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has  been  an  eaiormous  accumulation  of  capital  goiMls  in  the  instruments  of 
production.  Technical  progress  in  machinery  has  greatly  inereastMl  the  produc- 
tivity of  The  individual  laborer.  Production  has  constantly  heen  organized 
a larger  and  more  efficient  scale. 

Various  statistical  studies  of  produciion  have  borne  out  the  general  assump- 
tion. Prof.  Edwin  W.  Kemmerer  of  Princeton  and  Prof.  Irving  Fisher  of  Yale 
began  the  work  some  years  ago,  and  recently  indices  of  physical  production 
Imve  been  worked  out  independently  by  Doctor  King.  Dr.  Walter  AW  Stewart 
of  Amherst,  and  Dr.  Edmund  E.  I>ay  of  Harvard  University.  A\orking  by 
somewhat  difterent  methods,  all  the.se  authorities  arrived  at  a similar  result, 
as  Dr.  Uarl  Snyder  sliows  in  the  American  E<'onomic  Review  for  Mareli, 

AVe  (piote  from  his  comment: 

*Mn  general  all  of  these  (King.  Stewart,  and  r»ay)  agrec^^l  in  a slope,  in  the 
last  RO  years,  of  around  to  4 per  cent.  Uonsidering  the  amount  of  material 
available  its  nature,  and  the  considerable  probability  of  eri'or  involved,  it  may 
now  l.e  said  with  confidence  that  this  is  approximately  The  annual  growth 
within  the  last  generation.  * * * The  fact  which  stands  out.  nf  <-ourse.  in 

all  these  investigations,  is  the  amazingly  evtm  character  of  fliis  jtrodnetion 
growth,  and  how  very  slight  is  tlH‘  variation  in  the  How  of  goitds  from  year  to 
y(»ar  throughout  periods  of  wide  ]u*osi»erity  or  deep  depression  : liow  sliglitly  it 
was  afYected  by  the  war,  and  how  little  relation.^hip  it  often  bore  to  the  iirevail- 
ing  spirit  or  traditional  idea  of  any  time.'' 

Taiu.k  of  phjff<iral  prodvrtioii  i)t  the  J'vifefJ  S'fn profJuefion 

(tmt  protiueiioii  per  eaitito. 


A’ ear. 
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1 Froia  “An  iiKk*\  lumiLer  of  production,'’  by  ITof.AValtor  W. Stewart, of  Amherst  ('uile^e, American 

production,’  by  Edmund  E.  Pay,  published  by  the  Harvard  I niversity 
binmittee  on  Economic  Uesearch.  Base,  1909=i;b 

a Index  from  census  (ijmres,  correc-ted  for  retarded  j;rowth  19U-191S.  Base,  I9id=  too. 

^ Index  of  production  dividetl  by  index  of  ])opulaTion. 
s Estimated. 


For  the  imriinso  of  tliis  study  we  Imve  coutineil  ourselves  to  the  iiuliees  of 
Doctor  Stewart  and  Doctor  Day  which  are  the  most  recent  and  the  most  thor- 
outrh.  Doctor  Stewart’s  index  is  iniilt  up  from  production  fiiiures  divided  into 
tliree  main  j;roups — materials,  manufacture,  and  transportation.  It  is  l>as(Ml 
on  hit  series  In  all.  Doctor  Day’s  index  is  built  up  from  tliree  ttroups — agricul- 
ture, miniiifr.  and  manufacture.  It  differs  from  Doctor  Stewart’s  mainly  in  that 
it  does  not  include  any  index  of  transportation,  whicli,  strictly  speakint:,  comes 
tinder  tlie  head  of  services  rather  than  tlie  production  of  troods.  ( For  complete 
description  of  tliese  two  indices  and  the  rnetiiods  of  tlieir  comiiilatiou  set'  Ap- 
pendixes C and  D.) 
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Tall  ('  I shows  hotli  tlio  Stewart  and  the  Hay  iiidiees  in  parallel  cohnniis,  com- 
pared with  the  index  of  population.  Indices  of  production  per  eajiita  are  de- 
rived IV  dividim;  tiie  production  indices  by  the  index  of  popidation.  it  wdl  he 
seen  t lat  pro.luctiou  of  physical  .soods  has  srown  faster  than  the  poimh.tion  and 
heiu‘('  tlint  x>t‘r  <*ai>itn  production  bas  markedly  incroa^^od  during;  the  last  oO 

(Miart  No.  1. 

INDICES  OE  rKOin  CTION,  rOlTI.ATION,  AND  PER  CArtTA  I'UODCCTIUX,  1SD9-UI20. 

Data  from  Table  I. 


111.  A'ATria:  of  thf  inckfask  ix  ruom  rnox. 

Ai  analysis  of  both  indices  shows  that  the  increase  has  not  been  uniform 
Imi  las  varied  slightly  with  the  business  cycle.  Thus  a falling  off  appears 
in  II  »8,  in  11M)7-S.  in  11)11,  and  in  1913-14. 

Ai  alysis  of  the  detailed  indices  in  the  exhibits  also  sliows  that  agricultural 
mat*  rials  and  products  have  advanced  least  rapidly— just  about  keeping  pace 
with  the  population;  that  manufactures  have  shown  a hirger  increase,  and  that 
mini  ig  has  shown  the  most  rapid  increase  of  all.  Table  II  shows  the  increase 
in  n aniifactured  products,  according  to  Day,  compared  with  the  increase  m 
pers<  ins  engaged  in  manufacture,  according  to  the  census  of  inanutactures  in 
1899  1904,  1909,  and  1914.  This  in  turn  is  compared  with  general  increase 

in  p*  r capita  production  for  the  steel  industry. 

If  we  take  i>roduction  groups  separately,  as  shown  by  Day,  we  tinu  that 
whil  ‘ most  of  them  have  shown  an  increase,  certain  others,  such  as  lumber, 
spirits,  and  liquors,  flax  seed,  and  passenger  cars,  liave  recently  shown  a 
falli  ig  curve.  Whether  this  decrease  has  been  accomplished  by  a correspond- 
ing Increase  in  the  number  employed  in  these  groups  it  is  impossible  to  sa>, 
owii  g to  lack  of  sufficiently  comprehensive  population  figures.  It  is  safe  to 
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a.^isiinie,  however,  that  extremely  few  groups  would  show  a toeasiug  pro- 
niu'Tioii  ner  iterson  engaged  ovr-r  any  considerable  period  of  time. 

tl.at  si„ce  the  i,er  capita  pmluct  shotvs  a sM,  v 

tvpnd  m>w‘ird  wa'-'e^  on  the  avei'age  may  show  a corresponding  upwaid  tiend. 

Tl™  aer,p'c;ttal1o  1."  ImVatigathl  Is  the  share  of  the  total  ptojact  reoo.vea 

by  labor. 

TuiiF  U— Index  of  production  per  irapc  earner  in  alt  'If' 

alidinh-on  and  steel  and  their  products.  Vnited  istaf‘>s  ({m/.st,  nm=W0). 

ALL  MANL'FACTURING  INDUSTRIES. 


Year. 


...  4,713.000 

i ,5,468.000 

torn I 6.61.1,000 

. 7,0:J6,000 


1914, 


1 

Index  of 

Index  of 

Index  of 

physical  \ 

prodiic- 

wage 

pr^uc-  1 

tion 

earners. 

tion  I 

per  wage 

(Day).*  ' 

earner.* 

i 71  ' 

61.2 

1 S6 

; 8:5 

75.4 

91 

1 100 

1000.0 

! 100 

106 

J 

106.2 

1 100 

IRON  AND  STEEL  AND  THEIR  PRODUCT: 


1S99, 

1904, 


745,  OOO 

72 

56.  4 

78 

' ?<69,000 

85 

67.  5 

79 

; 1,027,000 

100 

100.0 

100 

1,061,000 

103 

94.  5 

92 

t 

1914 

3 The  drop  in  19U  is  of  course  due  to  the  temporary  depression  peculiar  to  that  j ea  . 

IV.  SHARK  OK  LAhOR  IN  THK  PRODUtT. 

As  we  have  seen  iu  sei-tion  A-IV,  economists  have  devised  iutrieati*  theories 
lo  accouiit  for  the  share  of  the  product  wliieli  lalior  receives.  It  is  not  iiems 
s.'irv  to  •leeept  these  tlieories  iu  (ietail,  Iiowever,  iu  order  to  see  that  it  hilioi 
iloDs  leceive  a nearlv  constant  sliare  of  the  product,  the  wages  should  increase 

Zs’ n:;r'::>;n  i:;;hv:’u::n:’gel:;S;’"u.siderati^  that  Dm  Simre  of  labor 
in  the  income  would  change  rapidly.  Minor  lluctnations,  due  to 
i-vrh*  mnv  occur  hut  The  relative  amounts  ot  natural  resou  ct  s,  capital,  and 
■ h r'  ns  and  the  ivl^tive  productivity  of  the  various  factors,  liave  not 
niliidlv  enough  to  make  an  appreruahle  dilTerence  over  periods  id  Ei 
and  lid  years.  'This  c(mclusion  is  borne  out  by  an  examination  of  ^^hat  fa  l 

'"'iir"'utlmr  L.  Ih.wley,  professor  of  statistics  of  the 

iu  ••The  cinui-e  in  Die  distrilmtiou  of  Die  natmmil  ineoine.  ISMM.DJ  m.ikis 
■I  statistical  studv  of  income  distrilmtion  m England  and  concludts  (p  -•' ' • 

; 'TU'p;.,po«i,;,.a  „.f  the  Paihn.al  in'-'acl  pn'PCIt.v  ;Pa  lah.a 

•ire  T(u-  <'eiit  ami  per  c(‘iit.  (exactly  as  m 1913.  » <»  iai  a.  r.  ii 

nntesc-in  he  iiiude  for  Die  intermediate  iieriod.  it  ajipears  tliat  the  piopo  Don 
• ,r,  1-..  •ISA  iier  cent  in  hSSO  to  .RC.  or  3.',  per  cent  lu  the  lollow- 

1-  or  •*()  vears  and  incivased  since  1!)00  and  since  1910  till_it  again  readied 

37*  I’ler  cent' in  1913.  (See  Die  Economic  .lonrnal, 

wliicli  indicate  tliat  the  iiroportioii  was  nearly  the  same  hack  to  18CM. ) 

'' ’•  hmonfe  as  hero  used  means  income  resulting  rrom  owner- 
ship. and  ‘•laiinr"  income  i-csulting  from  services,  wlietlier  h,\  wage  eainn. 

The  dividend  increased  more  raiiidly  than  tlie  puimlatioa 

in  the  generation  before  the  war,  so  that  averagi-  incomes  were  qinre  one-thud 
‘■•reater  in  1913  than  in  1880;  the  increase  was  gained  prineipallv  hefoie  l.KMI. 
sinSi  wlmn  it^  kept  paw  with  the  diminishing  value  of  money.  1 he  lu- 
cre-^ ^ with  remarkable  edualiiy  among  the  various  eeononm* 

classVs  ]proi>ertv  obtained  a diminishing  slmre  of  the  home  product.  0"t  an 

unehangetl  share  of  the  whole  income  when  income 

Doctor  Row-lev’s  estimate,  of  course,  includes  under  the  letuin  to  laim 
much  besides  the  income  of  wage  earners  as  ordinarily  understoiHl.  In  order 
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to  MM'uro  an  (‘Stiinato  for  tlio  Fnitod  Statt^s,  we  have  irirrowed  the  seope  of  the 
inq  liry  to  the  i>ropoitioii  of  the  product  of  iiiamifacturinj;  industry  received 
l)y  lie*^  wage  earners  as  distinct  from  salariat  and  management. 

"'Ihe  census  of  manufactures  shows  the  t«»tal  amount  paid  to  wage  earners  in 
the  various  census  years,  both  in  manufacturing  industries  as  a wliole  and  in 
14  ai'ge  imlustrial  groups.  It  also  shows  tlie  total  ot  “ valut*  addtal  by  manufac- 
lur\*’  Tins  tigure  is  o])taiiU'd  l>y  deducting  the  cost  of  materials  from  the  sales 
at  he  factory.  It  therefore  represents  the  entire  margin  out  of  which  are  paid 
rent,  interest,  salaries,  and  wages  and  any  corporate  savings,  etc.  It  is  a better 
ligi  re  for  the  value  product  of  industry  than  the  "value  of  the  pn»du<*t."  l)c- 
cai  se  the  latter  is  base<l  on  the  total  factory  sales  and  imdudes  the  <’Ost  of 
ina  erials,  and  since  the  product  <»f  one  factory  serves  as  the  material  of  another, 
it  involves  much  duplicati<m.  I>y  ol>taining  the  iHU’centage  which  wages  forni 
of  he  value  added  by  manufacture."  we  can  therefore  determine  wliat  share 
of  he  value  product  g<>es  to  manual  labor. 


Ta  ilk  III. — l^i-rcenia<je  of  value  a^detl  hii  wariufitcfure paid  in  waffes  in  the 
I'nited  .^tate.s  for  all  amnn  fact  living  industries  and  i}  main  industrial  groups 
ifrotih  L'nited  States  Census  figures). 


Group. 


All  nduslries 

Fofj  i and  kindred  products 

Te>  tiles  and  their  products 

Iro!  and  steel  and  their  pnxiucts 

Lui  il>er  and  its  renianufactures 

X.ea  her  and  its  finished  products 

Pai  er  and  i)rinting 

Liq  lors  and  Ijeverages 

Che  uicals  and  allied  products 

Sto  clay,  and  glass  prcxlucts 

Met  ils  and  metal  proilucts,  other  than  iron  and  steel 

Tol  icco  manufactures 

Vel  des  for  land  transportation 

Kai  road  repair  shops  t 

Mis  ellaneous  industries 


H99 

1904 

19<W 

1914 

42 

42 

40 

41 

30 

31 

, 

28 

47 

47 

45  , 

47 

47 

4S  ; 

47 

49 

4S 

4-S 

49 

53 

o5 

,50 

48 

48 

30 

34  j 

33  j 

34 

11 

12  1 

11  1 

13 

25 

2.3  ’ 

22  i 

Xi 

50 

55  1 

54  i 

55 

3H 

42 

42 

42 

2S 

31 

29 

28 

51 

51 

47 

44 

ss 

89  i 

88 

87 

44 

41  1 

39 

40 

t . ince  most  repair  shops  are  owned  by  railroads,  and  their  product  is  therefore  not  sold,  this  figure  merely 
exp  esses  the  relation  betwet*n  wages  and  total  operating  cost,  including  overhead  and  wages. 


'■'able  III  proves  that  this  percentage  has  shown  a striking  uniformity  during 
tin  lo-year  period  covered  by  the  censuses,  both  for  industries  as  a whole  and 
fo!  eadi  industrial  group  taken  separately.  It  varies  widely  from  industrial 
gn  u])  to  industrial  group,  but  in  each  group  it  remains  nearly  constant.  The 
on  y marked  exception  is  in  the  group  “Vehicles  for  laud  transportation,” 
wl  ere  the  share  of  labor  fell  appreciably  after  1904.  This  can  undoubtedly  be 
ex  ilained  by  the  change  in  the  character  of  the  industry  caused  by  the  rapid 
gn  vvth  of  automobile  manufacture,  whicli  involved  more  machine  processes  and 
lai 'er  investments  in  plant.  Since,  then,  labor  rweived  a fairly  constant  share 
of  the  value  product,  and  since  production  has  increased,  it  is  reasonable  to 
coi  dude  that  the  aggregate  of  wages  has  increased  in  nearly  exact  proportion 
to  he  increase  in  production. 

t may  he  ol)jtH?ted  that  this  may  not  imply  an  increase  of  wages  to  the 
im  ividual  worker,  since  the  number  of  wage  earners  may  have  increased  in 
|)n  portion  to  the  aggregate  wage  payment  and  tlie  total  production.  The 
an  iwer  to  this  objection  is  our  previous  demonstration  that  production  has 
iiureased  per  capita,  and  the  number  of  wage  earners  has  consequently  not 
im  reased  in  proportion  to  production. 

r may  he  objected,  again,  that  while  the  wage  earners  may  have  r«H:*eived 
a ( uistant  share  of  the  value  produced,  this  does  not  iitK^essarily  mean  that  they 
ha  e received  a constant  share  of  the  i>hysicai  goods,  whic'h  are  not  the  same 
as  the  value.  To  this,  we  can  tentatively  answer  that  the  wages,  us  well  as  the 
pi'(  duct,  are  here  re<*kone<l  in  terms  of  value,  and  hence  the  two  are  com- 
nif  isurahle. 
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Chart  No.  2. 

PERCENTAGE  OF  VAEL'E  ADDED  BY  MANL'FACTI  RE  PAID  IN  WAGES. 

Data  from  Table  III. 


Table  IV, — h*rlation  hetireen  phgsiral  prahictj  mine  product,  and  irages  in 
rolled,  forged,  and  other  classified  inm  and  steel  products  (United  States 
Census  figures). 


1899 

m-i 

1909 

' 19U 

1.  Tonnage  (long  tons) 

I5.a50, 000 

IS,  218, 000 

20. 723.  (KK) 

2.5..523.0(H) 

2.  \ alue  added  by  manufacture 

$2i>i,316.000 

$‘232, 761, 0(H) 

$:r2S/222,(HH) 

$:127,  839, 0(H) 

3.  Wage  earners  (average  number) 

183.  (H)0 

208,  IHX) 

240.000 

249,  (HH) 

4.  Total  wages 

$102,336,000 

$122,  492, 0(X) 

$16:5.201.000 

$ls8  ,142.(HH) 

5.  Yearly  per  capita  wages 

$•5.59 

$-')S‘9 

S7.50 

0.  Output  per  wage  earner  (long  tons) 

7.  Value  added  bv  manufaclure  per  dollar  of 

50.  7 1 

01. 5 

SO.  3 

1 

74.3 

wages  paid  (cents) 

2.0  1 

1 1.9 

2.0  ; 

1.7 

8.  \ alue,  product  i>er  average  vourlv  wage  ^ 

9.  Percentage  of  \aluc  added *bv  manufai.*ture; 

$.‘)7 

1 

1 $10  , 

$18 

1 

$44 

I>aid  in  wages 

.S0| 

1 

52  ^ 

50  1 

57 

I ‘*\’alue  aUded  by  manufacture”  divided  by  yearly  per  capita  watre. 
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In  ordnr  to  check  up  the  increase  in  per  capita  pliysical  production  with  the 
increase  in  value  a<lded  and  the  increase  in  wastes  w e liave  taken  from  the  census 
the  fijtures  of  rolled,  forced,  and  other  classltieil  iron  and  steel  products,  where 
it  is  possible  to  derive  the  per  cai)ita  [diysical  outiait  not  from  an  index  of  pro- 
duction hut  from  the  actual  total  output.  This  imlustry  also  has  an  advantage 
for  our  puriwse  in  that  it  is  closely  allied  with  the  industries  in  which  ma- 
chinists employed  by  the  Federal  Government  work.  Table  IV  slutws  that  there 
is  a close  relation  between  actual  physical  output  per  capita  (line  6)  and  per 
capita  output  in  terms  of  value  (line  8).  The  drop  under  1914  in  lines  1,  2,  6, 
7.  and  8,  and  the  rise  in  line  9,  merely  reflect  the  abnormally  low  production  due 
to  the  business  depression  of  that  year. 

C.  Appi-ication  of  Pkoductivity  Increase  to  Wage  Determination. 

I.  WHAT  WE  HAVE  PROVi;D. 

Our  investigation  of  the  facts  of  proiluction  has  not  proved  that  the  workers 
have  receiveil  what  the  production  theorists  would  call  their  “ full  competitive 
share  ” of  the  product.  Since  in  many  great  industries,  such  as  basic  iron  and 
steel,  textiles,  oil  refining,  etc.,  the  organization  of  labor  has  by  no  means  kept 
pace  with  the  organization  of  capital  and  of  employers,  and  hence  collective 
wage  bargaining  has  not  been  practiced,  we  are  justified  in  assuming  that  a large 
proi>ortion  of  the  workers  in  the  past  have  probably  not  received  their  “ full 
competitive  share,”  and  that  their  competition  has  had  a depressing  effect  also 
ut»on  the  wages  of  organized  labor.  Economists  are  almost  unanimous  in  the 
opinion  that  collective  bargaining  is  necessary  in  order  that  wage  earners  shall 
receive  their  full  share  of  the  product.  (See  Apiiendixes  A and  B. ) Further- 
more, we  have  not  accepted  the  productivity  theory  of  distribution  itself  as 
necessarily  sound.  Even  if  the  workers  had  rec<dved  their  “ full  competitive 
share,”  it 'may  be  that  they  could  have  received  a still  larger  share  with  no  harm 
to  production,  to  the  general  welfare,  or  to  themselves. 

What  has  been  proved  is  this : 

1.  That  production  per  capita  has  shown  a steadily  increasing  trend.  • 

2.  That  manufacturing  wage  earners  have  received  a nearly  constant  propor- 
tion of  the  value-proiluct  of  industry. 

3.  That  average  manufacturing  wages,  therefore,  have  risen  in  direct  ratio 
to  the  increase  in  per  capita  manufacturing  production. 

4.  .And.  inferentially,  that  this  increase  has  occurreil  without  any  prejudice 
to  the  accumulation  of  cai)ital  or  the  increase  in  productivity. 

These  conclusions  point  to  a minimum  limit  for  average  wages.  The  getieral 
principle  to  be  derived  from  them  is  that:  Average  real  wages  should  increase 
at  least  in  direct  ratio  to  the  increase  in  per  capita  production. 

II.  SOCIAL  JUSTIFICATION  OF  THE  ABOVE  PRINCTPI.E. 

With  increase  in  the  rate  of  per  capita  production  goes  the  possibility  of  im- 
piMivement  in  standards  of  living  for  the  population.  If  industrial  wage  earners 
do  not  share  iti  that  improvement,  it  means  that  other  classes  of  the  poinilation 
i-eceive  a larger  proportionate  share.  But  wage  earners,  according  to  the  1914 
census  of  manufactures,  form  S.l  per  cent  of  those  employed  in  tnanttfacturing 
imhtstry.  who  in  turn  com])ose,  on  the  basis  of  the  1910  census.  27.9  per  cent 
of  the  total  gainfully  employed  population.  (The  only  larger  class,  of  course. 
ai’«‘  those  engagtsl  in  agriculture,  who  are  not  directly  involved  in  th^s  discu.s'- 
sion. ) If  with  the  general  improvement  in  standard  of  living  23  per  cent  of 
the  population  fail  to  receive  their  just  share  of  that  impr()vement,  a constantly 
increasing  difference  in  standards  is  .set  up  between  that  large  class  of  the  i>opu- 
lalion  who  receive  the  lowest  income  and  conseciuently  need  improved  standards 
most  and  other  classes  receiving  lugher  incomes.  Such  a tendency  can  not  help 
being  harmful  in  a society  with  democratic  aims  and  ideals,  and  could  liardly 
he  approved  by  anyone.  Least  of  all  could  it  be  approved  by  representatives 
of  the  (loverninent  who  are  charged  with  fixing  wages  of  Government  employees. 

tendency  of  this  sort  would  affect  production  itself,  encouraging  the  i>ro- 
duction  of  nonessentials  at  the  expense  of  food,  clothing,  and  shelter  for  the 
majority  of  the  population.  This  would  mean  increasing  social  waste  in  the 
utilization  of  our  natural  resources,  and  eventually  a restriction  of  total  pro- 
duction. Furthermore,  if  workers  knew  that  by  increased  efforts  on  their  part 
they  could  be  sure  of  increasing  their  standard  of  living,  the  productive  morale 
of  the  rank  and  file  would  be  improved  enormously,  but  as  long  as  they  have 
no  such  guarantee,  but  feel  that  any  increased  effort  on  their  part  may  lead 
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merely  to  the  enrichment  of  other  classes  of  the  population,  their  natural  In- 
centive to  pro<luce  is  balked. 

Among  the  principles  dealing  with  wages  a<lopted  in  1919  by  the  I^nitisl 
States  Chamber  of  (Commerce  is  tbe  following ; •*  The  wage  of  labor  must 
come  out  of  the  product  of  industry  and  must  be  carne<l  and  measured  by  its 
contribution  thereto.” 

We  also  call  attention  to  the  oi)inion  of  the  most  prominent  American  econo- 
mists as  expressed  in  Apj)endix  B. 

111.  METHOD  OF  APPLYING  PRODUCTIVITY  INCRE.YSE  TO  WAGE  DETERMINATION. 


1.  The  haffiH  of  production  measurement. — It  is  <tne  thing  to  say  that  average 
wages  should  increase  at  least  in  ilirect  ratio  to  the  total  increase  in  jier  capita 
jiroduction,  another  to  apply  this  principle  to  wages  in  any  specific  case.  Wages 
hear  a relation  not  only  to  the  general  increase  in  productivity,  but  also  to 
the  productivity  in  the  industrial  groups,  and  even  to  the  productivity  in  the 
more  limited  trade  or  suhindustry.  On  the  one  hand,  it  may  he  argued  that  the 
ability  of  any  i»lant  to  pay  wages  depends  on  its  own  iiroduction  rather  than 
on  the  production  of  some  other  plant  or  of  some  other  industry.  In  so  far  as 
this  is  true,  it  would  tend  in  any  special  case  to  limit  the  consideration  of 
productivity  to  the  smaller  units. 

Over  anci  against  this  contenti<m.  however,  must  be  siT  others  e<pially  impor- 
tant. Plants  within  a comi)etitive  industrial  grouji  tend  to  pay  the  same 
minimum  rates  of  wages.  This  is  bt>cause  of  competition  among  the  employers 
on  the  one  hand  and  among  the  workers  on  the  other.  No  matter  what  the 
relative  efficiency  of  the  jJants  in  (piestion.  competition  among  employers  for 
workers  or  among  the  workers  for  jobs  tends  to  maintain  a uniform  minimum 
level  throughout  a given  industry.  This  is  acknowledged  in  most  collective 
wage  adjustments,  as  is  seen  in  coal  mining,  railroads,  and  many  other  in- 
stances. Even  where  collective  bai gaining  does  not  exist,  as  in  the  steel  indus- 
try. movements  of  wage  rates  tend  to  be  uniform.  In  cases  where,  as  in 
clothing  manufacture,  printing,  and  the  building  trades,  wage  rates  differ 
among  localities  on  account  of  differing  living  or  overbejid  costs,  movements 
of  wages  up  or  down  tend  to  be  uniform  throughout  the  country.  The  com- 
petitive industrial  group  should  therefore  lie  taken  as  the  smallest  unit  whose 
protluctivitv  need  be  considered  in  wage  readjustments. 

But  we  can  not  stop  there.  Many  trades,  such  as  machinists  or  cariH-nters. 
shift  from  one  industry  to  another  and  the  competitive  effect  of  this  shifting 
is  to  maintain  a tendency  towanl  uniform  national  rates  for  each  craft. 
Furthermore,  the  “standard  of  living”  is  ordinarily  measured  as  much  by 
wage  differentials  between  crafts  as  by  actual  (|uantitative  standards.  If 
one  group  <*f  workers  in  a community  secures  a wage  increase,  other  groutis 
in  other  crafts  or  other  industries  will  believe  themselves  entitled  to  a parellel 
increase,  and  will  tend  to  refuse  to  work  for  h's.s.  The  standards  of  living  of 
the  workers  differ  among  the  various  groujis.  hut  the  various  standards  tend 
to  maintain  a constant  relation  to  each  other,  if  they  do  not.  indeed,  approach 
uniformity.  In  the  long  run.  the  supply  of  labor  for  the  more  poorly  ]iaid 
occupations  will  shrink  thnnigh  the  competition  of  the  more  attractive  jobs. 
These  tendencies  work  toward  uniform  changes  in  wage  rates  throughout 
all  industries. 

An  intluence  still  more  basic  is  the  interrelation  between  total  production  and 
the  consuming  power  represented  by  wages.  Let  us  imagine,  for  instance,  the 
clothing  industry  suddenly  doubling  its  i»roductivity  ]ier  je'r.son  cngagtHl.  while 
the  productivity  of  all  other  industries  remaiiied  starionary.  Then  let  us 
imagine  that  each  clothing  worker  received  an  incre.ase  in  wages  corresixmding 
to  the  increase  in  his  lu-oductivity,  while  wages  in  all  other  imlustries  remained 
stationary.  What  would  happen?  We  may  take  up  the  possibilities  separately. 

(1)  The  clothing  product  doubles,  l)ut  is  sold  at  more  than  half  its  former 


jiriee. 

This  is  impossible  because  other  workers  would  have  no  extra  means  to 
ah.sorb  all  the  extra  clothing,  and  the  clothing  workers  themselves  could  not 
absorb  it.  The  bulk  of  their  increase  in  wages  would  be  spent  for  other  com- 
modities. 

(2)  The  clothing  product  doubles,  but  is  sold  at  half  its  former  iirice. 

The  product  could  then  be  absorbed  but  the  clothing  industry  itself  would 
receive  no  benefit  from  the  increase  in  productivity,  and  could  not  affonl  to 
pay  any  higher  wages.  This  supposition  is  therefore  impo.ssible  also. 

(3)  The  total  product  remains  the  same  as  before,  and  is  sold  at  the  old  price. 
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rialf  the  clothing  workers  would  then  be  unemployed  and  the  net  consuming 
po.ver  of  the  i)uhi:c  would  be  decreased  by  that  much,  thus  depressing  by  that 
m ich  the  production  of  other  industries.  This  in  turn  would  reduce  the  demand 
fo  • clothing  and  decrease  its  prtxluction. 

(4)  The  totai  product  remains  the  same  as  before,  and  is  sold  at  a lower  price. 
This  is  practically  impossible,  since  there  would  be  little  incentive  for  the 
manufacturer  to  lower  the  price  except  to  meet  a diminishing  demand  or  to 
in  rease  the  sale. 

iVe  therefore  arrive  at  the  conclusion  that  increased  productivity  in  any  in- 
di  stry  can  be  benelicial  in  the  long  run  only  if  there  is  a general  increase  in 
CO  isuming  power.  And,  per  contra,  any  increase  in  I'eal  wages  in  any  one  in- 
di  stry  must  depend  on  the  general  increase  in  productivity  as  well  as  upon 
th  * iiicrea.se  in  that  industry  alone.  As  a matter  of  fact,  no  one  industry  has 
be  *n  chiefly  responsible  for  the  increase  in  average  productivity.  Table  V 
sli  )ws  that  hidustrlal  groups  have  all  shared  in  it. 

In  an  effort  to  discover  whether  the  course  of  wages  in  industrial  gro«p  was 
cl<  iser  to  the  course  of  the  value-product  in  that  group  than  to  the  course  of  the 
vt  lue-product  industry  as  a whole,  we  have  compared  the  index  of  total  wages 
pi  id  with  the  index  of  total  value  added  by  manufacture,  both  in  the  separate 
gr  »ui>  and  in  industries  as  a whole.  ( Table  VI. ) This  relation  is  the  same  as  that 
bt  tween  i)er  capita  wages  and  per  capita  value-product,  since  it  would  not  altel 
tLa  ratio  if  both  figures  were  to  be  divided  by  the  number  of  wage  earners 
Ii  special  cases,  a disturbing  element  may  arise  from  a movement  of  prices  in 
tlis  industrial  group  which  diverges  from  the  general  price  level;  but  since 
iKth  wages  and  product  are  in  terms  of  value,  failure  to  correct  for  price 
til  ctuations  does  not  involve  great  error.  Nineteen  hundred  and  nine  is  chosen 
as  the  base.  Group  13  industries  (railroad  repair  shoi)s)  and  Group  14  (miscel- 
la  teous)  are  omitted,  because  in  the  former  case  the  “ value  added  ” is  an  ar- 
bi  a-ary  figure  computed  from  the  labor  cost  and  overhead,  and  in  the  latter  no 
si  igle  industrial  group  is  concerned. 

T lUI.e  V. — Index  of  physical  production  per  iraye  earner  in  manufacturing 
industries  of  the  United  States,  1899-nW,,  and  index  of  value-product  per 
average  yearly  icage  for  census  years  (base,  1909—100). 
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1 Percentage  employed  of  estimated  normal  supply  oi  nonagncuiiuri^wuiR^ei:,, 
un  nnploymint  in  cities  of  the  United  States.  1902  to  1917,-’  by  HorneU  Hart,  Cmcmr.ati  Helen  S Trcun- 
sti  le  Foundation,  191S.  This  study  was  based  on  a large  ainount  of  data  from  various  Jederal  ai  d State 
G(  ve  nment  sources.  It  includes  transportation  and  mining  as  well  as  manufacturu  g,  but  the  three 
cu  ves  are  nearly  parallel,  and  hence  only  a slight  error  is  involved  on  this  score.  (Estimates  frtm  ir.9- 

1 inclusive  • 

s By  applying  the  percentages  of  employed  in  censi5s  years  to  the  average  number  of  w^e  ^rners  in 
th.  se^vears*as  given  by  the  census,  the  total  supply  of  workers  m those  years  was  derived.  The  total 
su  tplv  in  intervening  years  was  then  calculated  by  interpolation.  Tlje  yearly  numbers  of  wage  earners 
wf  :e  then  calculated  by  applying  the  index  of  employment  to  the  yearly  total  supply,  and  the  result  was 
CO  verted  to  the  base,  190&=100. 

• Day’s  index  for  manufacturing  industries. 

• Index  of  production  divided  by  index  of  wage  earners.  . , . ^ 

E Index  derived  directly  from  census  figures.  Interpolation  for  intervening  tiot  attempted,  since 
su  liciently  accurate  indices  of  employment  for  separate  groups  are  not  now  available. 

< Day  s index  for  the  group  in  question. 
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Table  V. — Index  of  physical  productim  per  irage  earner,  etc.  ( imtiuue<l 
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95 

S7 

96 

100 

113 

59 

74 

100 

108 

68 

77 

100 

96 

81 

93 

100 

115 

52 

74 

100 

119 

64 

80 

100 

103 

Year. 

Group  IX. 

Group  X. 

Group  XI. 

Group  XII. 

Wage 

earn- 

ers. 

1 

. Phys- 
1 ical 
, pro- 
j duc- 
1 tion. 

1 Per 
capita 

1 auc- 
tion. 

1 

^ Wage  i 

earn- 
1 ers. 

Phys- 

ical 

pro- 

duc- 

tion. 

Per 
1 capita 
' pro- 
1 due- 
! tion. 

i 

Wage 

earn- 

ers. 

Phys- 
1 ical 
pro- 
duc- 
tion. 

Per 

capita 

pro- 

duc- 

tion. 

1 Waee 
1 earn- 
1 ers, 

i 

Phys- 
ical 
pro- 
; auc- 
tion. 

Per 

capita 

pro- 

duc- 

tion. 

1899 r 

67.6 
83.1 

100.0 

97.6 

71.1 

84.2 
100.0 
103,  8 

105.2 

101.3 
100.0 

i 106.4 

, 64.4 
' 79.6 
100.0 
: 104.8 

51.9 

73.4 

100.0 

104.0 

80.6 
1 92.2 
‘ 100.0 
! 99.2 

79.6 

95.2 

100.0 

107.2 

69.6 

86.9 

100.0 

114.7 

1 87.4 
1 91.3 
1 100.0 
107. 0 

66.0 

67.5 

100.0 

129.6 

28.2 
i 52.6 
' 100.0 
1 185.5 

' 42. 7 

77.9 
100.0 
143. 1 

1904 

1909 

1914 

Year. 

Group  IX. 

1 Group  X. 

Group  XI. 

Group  XII. 

Aver- 

age 

wage. 

Value 

prod 

uct. 

1 Per 
- capita 
• pro- 
duc- 
1 tion. 

Aver- 
i age 
i wage. 

Value 

prod- 

uct. 

1 Per 
■ capita 
pro- 
duc- 
tion. 

Aver- 

age 

w’age. 

Value 

prod- 

uct. 

1 Per 
•1  capita 
pro- 
duc- 
tion, 
i.- 

Aver- 
; age 
w^age. 

Value 

prod- 

uct. 

Per 

• capita 
pro- 
duc- 
tion. 

1899 

80 

94 

100 

111 

53 

77 

100 

lOH 

' 66 

82 
100 
1 97 

87 

i 

100 

1 108 

1 

6.3 

76 

100 

113 

72 

81 

100 

105 

87 

96 

100 

106 

71 

1 85 

' 100 
' 118 

! 82 

1 89 

100 

' 111 

79 

89 

' 100 
126 

49 

56 

100 

176 

62 

63 

100 

140 

1904 

1909  

1914 

I From  U.  S.  Census  of  Manufactures.  Wage  payments  for  year  divided  by  average  number  of  wage 


®®8'^®\4fueVddeTbV^  from  U.  S.  Census  of  Manufartures,  reduced  to  base. 

» Value,  product  divided  by  average  wage,  to  give  per  capita  product  in  terns 

u>  Main  industrial  groups  as  classified  by  Census  of  Manufactures.  (Icr  titles,  see  9 able  HI.) 

u Groups  V and  VI  are  omitted  because  Day  was  unable  to  construct  satisfactory  group  indices 
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them. 
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Tabi.e  \J.—I)u1ices  of  in  12  main  industrial  groups  compared  with  indices 

of  raluc  added  hg  manufacture  in  each  of  these  groups  and  with  value  added 


Group. 


Vll  manufacturing  industries: 

Index  of  wages 

Index  of  value  added 

I.  Food  and  kindred  products: 

Index  of  wages 

Index  of  value  added 

II.  Textiles  and  their  products: 

Index  of  wages 

Index  of  value  added 

III.  Iron  and  steel  and  their  products: 

Index  of  wages 

Index  of  value  added 

IV.  Lumber  and  its  remanufactures: 

Index  of  wages 

Index  of  value  added 

V.  Leather  and  its  finished  products: 

Index  of  wages 

Index  of  value  added 

VI.  Paper  and  printing: 

Index  of  wages 

Index  of  value  added 

VII,  Liquors  and  beverages: 

Index  of  

Index  of  value  added 

VIII.  Chemicals  and  allied  products: 

Index  of  wages 

Index  of  value  added 

IX.  Stone,  clay,  and  glass  products: 

Index  of  wages 

Index  of  value  added Y * 

X.  Metals  and  metal  products,  other  than  iron  and  steel: 

Index  of  wages 

Index  of  value  added 

XL  Tobacco  manufactures: 

Index  of  wages 

Index  of  value  added 

XII.  Vehicles  for  land  transportation: 

Index  of  wages 

Index  of  value  added 


1N99 

1904 

19<I9 

1914 

•57 

74 

100 

116 

59 

76 

100 

119 

60 

79 

KXl 

133 

55 

72 

100 

132 

5S 

71 

1(K) 

114 

56 

69 

100 

108 

61 

77 

im 

114 

60 

74 

100 

108 

60 

79 

100 

104 

61 

81 

100 

107 

65 

78 

100 

109 

57 

76 

100 

109 

5S 

77 

HK) 

122 

54 

1 1 

100 

120 

62 

84 

100 

129 

59 

74 

100 

lOS 

60 

79 

100 

130 

52 

74 

100 

119 

54 

78 

100 

109 

53 

77 

100 

108 

56 

75 

100 

114 

63 

76 

100 

113 

69 

90 

100 

112 

71 

85 

100 

118 

52 

60 

100 

163 

49 

56 

UK) 

176 

Table  VII. — Difference  between  index  of  value  added  by  manufacture  and  index 
of  wages  in  each  main  industrial  group,  compared  with  difference  between 


Group. 

1.  Food  and  kindred  products: 

Both  indices  of  the  group  in  question ,, 

Index  of  value  for  all  manufacturing,  less  index  of  wages  m group . 

2.  Textiles  and  their  products: 

Both  indices  of  the  group  in  question 

Index  of  value  for  all  manufacturing,  less  index  of  wages  in  group . 
i.  Iron  and  steel  and  their  products: 

Both  indices  of  the  group  in  question 

Index  of  value  for  all  manufacturing,  less  index  of  wages  m group . 

4.  Lumber  and  its  remanufactures: 

Both  indic  es  of  the  group  in  question 

Index  of  value  for  all  manufacturing,  less  index  of  wages  in  group . 

5.  Leather  and  its  tinished  product: 

Both  indices  of  the  group  in  question 

Index  of  value  for  all  manufacturing,  less  index  of  wages  in  group. 

6.  Paper  and  printing: 

Both  indices  of  the  group  in  question _ 

Index  of  value  for  all  manufacturing,  less  index  of  wages  in  group. 

7.  Liquors  and  beverages: 

Both  indices  of  the  group  in  question 

Index  of  value  for  all  manufacturing,  less  index  of  wages  in  group. 

8.  Chemicals  and  allied  products: 

Both  indices  of  the  group  in  question 

Index  of  value  for  all  manufacturing,  less  index  of  wages  in  group. 

9.  Stone,  clay,  and  glass  products: 

Both  indices  of  the  group  in  question 

Index  of  value  for  all  manufacturing,  less  index  of  wages  in  group . 

10.  Metals  other  than  iron  and  steel: 

Both  indices  of  the  group  in  question 

Index  of  value  for  all  manufacturing,  less  index  of  wages  in  group . 

11.  Tobacco  manufactures: 

Both  indices  of  the  group  in  question 

Index  of  value  for  all  manufacturing,  less  index  of  wages  in  group. 

12.  Vehicles  for  land  transportation: 

Both  indices  of  the  group  in  question ^ 


1899 

1904 

1909 

1914 

-5 

-7 

-0 

-1 

-3 

—5 

0 

-17 

-2 

-2 

f) 

-6 

-1 

3 

0 

2 

-1 

-3 

0 

-6 

-4 

-3 

4) 

2 

1 

2 

0 

3 

-3 

—5 

0 

12 

-8 

-2 

0 

0 

-8 

0 

7 

-4 

0 

0 

-2 

-3 

-3 

0 

— 8 

-3 

-10 

0 

-21 

-5 

-10 

0 

-17 

-8 

—5 

0 

-21 

-3 

—5 

0 

-14 

-1 

-1 

0 

-21 

-3 

-4 

0 

-14 

-7 

1 

0 

-1 

1 

-1 

0 

2 

2 

-5 

0 

6 

-12 

-26 

0 

4 

-3 

-4 

0 

13 

5 

14 

0 

-47 

27 
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^ vTiT  Total  nhusical  production  of  the  Vnited  Stales  per  capita  of 
Table  MU.-Total  ptnjsuai  p,  of  manufacturing  industries 


population^  coutpart^d  with  phyakol  pr 
per  capita  of  icayc  earners,^  1899— HUJh 


Total 

Physical  production  pe 

r capita  for  wape  earners  for— 

per 

1 

1 

1 

I 

Group 

11. 

Group 

12. 

Y oar. 

capita 

produo 

lion. 

All  1 
Indus-  i 
tries. 

Oroupl 

1. 

1 

Group 

2. 

Grouf' 

3. 

Group; 

4. 

Grour' 

4. 

Grout  1 
8. 

Group  Ciroup 
9.  10. 

1S99 

84 

85.9 

94. 5~^ 

94.2 

S0.3 

107.5 

92.8 

68.1 

105.2  SO.  6 

87.4 

42.7 

vm 

84 

85.1 



1901 

84 

89.6 

1902 

94 

100.4 

1903  

92 

93.5 

82.9 

89. 3 

101.3  9^2 

91.3 

77.9 

1904 

92 

91.3 

100.6 

96.5 

1905 

101 

100.9 

1906 

101 

100.6 

1907  

1908  

101 

91 

98.9 

89.7 

100.  0 

100.0 

100.0 

ioo.o  ioo.o 

100.0 

100.0 

1909 

102 

imi.o 

i(X).6 

100.0 

1910 

103 

96.3 



i 

, 

1911 

96 

93.5 

I 

1 

1912 

109 

102.7 

f ■ 

1913 

105 

102.7 

93.9 

88.2 

im  “ 

i 106.7 

I i06.4  ^.2 

1 107.0 

143.1 

1914 

102 

98.6 

87.9 

1 

101.2 

\ 

1 

o 

1 

1 S xlwe  V The  difference  in  hAse  accounts  for  part  of  the  difference  between  the  two 

indices. 

mmmm 

decrease  in  producUvity  -age 

efrS  STuld  doubtless  appear,  where  in  reality  a large  the 

Table  VII  shows  the  differences  in  each  case.  cLe  t^Se 

greatest  variations  occurred  in  1914.  This  was  ^"donb^b  ^Leav- 

tbnt  with  its  irregular  movements  of  production  ana  prices, 

the  1914  column  out  of  consideration,  in  most  of  the  groups 
the  product  of  tlie  group  a little  more  closely  than  that  ot  industries  as  . 

e?e  were  ^rfni  rSl  changes  in  the  character  of  the  technical  prowss,  so 

Wk  ,lilter,.„t  oo„™s  from  timt  i„  nuU, str.es  as 

" Our'aimlvsls  lias  not  proceeded  far  eooncl.  to  ennhle  os  to 

forninhi  for  llie  relation  of  wages  in  a particular  iiidnstrial  group  to  prodm- 

tivitv  in  that  group  on  tlie  one  liand  and  to  total  pvtraor- 

tile  otiier  We  can  sav,  however,  tliat  in  all  cases  except  wlieie  an  ext  < 

dinarv  cliange  in  industrial  technique  lias  taken  place,  it  would  in  the  long  run 
1 e difference  whether  eitlier  index  were  useil  alone  or  lioth 

were  nse^  i.  anr  comhination.  Table  VIII  compares  the  total  prodiic- 

Hon  of  the  conntrv  per  capita  of  the  population  with  total  Production 
of  manufacturing  industries  per  capita  of  persons  engaged,  PJ.f' 

duction  of  tlie  various  industrial  groups  per  capita  of  persons  engaged,  . o ta 

f\^  the  latter  can  be  derhed  from  census  figures.  , . . 

From  this  analysis  it  is  justitiable  to  draw  the  following  conclusions . 

That  while  no  exact  formula  has  been  developed,  it  would  be  more  scientitic 
to  inplv  tlm  ^ of  productivity  for  the  entire  Nation,  or  for  all  mauufac- 
tnring  industries,  in  determining  real  wages  in  any  specific  case  than  to  legu- 
lite  wages  merely  by  changes  in  the  cost  of  living  or  by  the  chance  changes  of 

wages  in  “ neighboring  plants. 
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If 

2,  Methodn  of  prodnctiMi  measHremcnt. — As  the  ae<*unuilation  of  statistics 
hec’omes  ni<ire  complete,  it  will  be  possible  to  work  out  more  accurate  methods 
<»f  protluction  measurement.  For  the  present  we  can  depend  on  such  indices 
as  those  of  Ihutors  Stewart  and  Day  for  the  production  of  large  industrial 
groups. 

In  order  to  measure  the  production  of  any  competitive  industrial  group  such 
as  might  be  involved  in  a speciiic  collective  bargaining  arrangement,  various 
inetliods  may  be  suggesteil,  according  to  the  case.  If  the  product  is  sufficiently 
unif<>rm  so  that  it  can  he  measured  in  commodity  units  (such  as  steel  billets) 
that  is  undoubtedly  the  best  method.  If,  on  the  other  hand,  it  is  widely  varied, 
as  in  printing  or  clothing,  an  accounting  metluKl  may  be  the  best.  Such  a 
methiMl  might,  for  instance,  find  the  total  net  sales  for  the  group,  and  then 
detlate  the  result  by  an  index  of  factory  prices  for  the  products  of  the  industry. 
This,  with  careful  statistical  method,  would  give  a fairly  accurate  index  of 
physical  production. 

The  case  of  (Jovernment  arsenals  and  navy  yards  is  a peculiarly  difficult  one, 
since  the  product  is  extremely  varied,  and  accounting  methods  can  not  be 
applied,  the  iir<*duct  having  no  exchange  or  market  value. 

T’ntil  some  more  accurate  method  is  devised  we  recommend  the  use  for  deter- 
mining wages  in  Government  arsenal  and  navy  yard.s,  of  the  index  of  pro- 
duction per  capita  for  the  whole  country.  This,  being  calculated  on  a larger 
base  of  data  than  any  index  mnv  available  for  smaller  industrial  groups,  is 
likely  to  he  approximately  correct;  we  have  already  demonstrated  that  \ise  of 
tlie  t<»tal  index  would  involve  no  great  error  if  applie<l  to  a specific  industry. 

3.  Method  of  applying  index  of  production  to  wages. — The  simplest  way  of 
applying  an  index  of  production  to  wage  determination  is,  of  course,  to  apply 
the  percentage  increase  to  the  existing  wage  rates  of  the  various  classes.  This 
avoids  all  problems  which  would  be  involved  in  any  attempt  to  set  a new  basis 
or  to  alter  wage  differentials  among  classes.  At  some  time  in  the  future,  after 
ecoiumiic  research  has  delved  further  into  the  subject,  the  unions  may  be  pre- 
I)ared  To  deinon.strate  that  the  present  wage  basis  does  not  represent  a suffi- 
ciently large  share  of  the  Nation's  income,  and  increases  may  be  demanded  on 
rbat  ground.  For  the  present,  however,  that  contention  is  waived,  and  the 
employees  confine  themselves  to  the  argument  that  they  can  not  in  tlie  future 
accept  less  than  their  present  share  of  the  national  product.  In  order  to  main- 
tain their  present  share  it  is,  of  course,  necessary  to  increase  real  wages  by  the 
percenatge  increa.se  which  from  time  to  time  takes  place  in  production  per 
wage  earner.  Surely  no  reasonable  person  would  dispute,  the  justice  of  that 
proiK>saI.  Tlie  iirojier  metliod,  in  detail,  would  be  as  follows : 

As  a preliminary,  a minimum  wage  should  be  established  lielow  which 
no  adult  worker  should  he  permitted  to  ftill.  The  basis  upon  which  this  wage 
sliould  he  calculated  is  a budget  of  yearly  exi>enditures  defined  by  the  United 
States  Bureau  of  Labor  Statistics  as  the  minimum  of  health  and  decency  level 
fftr  a worker’s  family  of  live.  Tlie  various  articles  and  quantities  making  up 
this  budget  can  be  found  in  the  Monthly  Labor  Revie^v•for  June,  1920.  This 
budget  should  he  actually  priced  in  the  localities  of  the  wage  adjustment  at 
the  Time  of  each  adjustment.  It  is,  of  (*ourse.  merely  a minimum  and  will 
serve  to  maintain  at  the  lowest  level  of  wages  a standard  of  living  not  incom- 
patil)le  with  American  citizenship.  Autliorities  in  plenty  could  be  quoted  in 
favor  of  the  “living  wage”  minimum,  but  since  many  of  these  authorities  have 
been  spokesmen  for  the  Government  itself,  it  is  hardly  wortli  while  to  take  up 
tl»e  time  of  Government  officials  in  justifying  a principle  which  is  now  offi- 
cially accepted. 

(h)  At  the  time  of  each  adjustment,  tlie  wage  rates  established  at  the  last 
adjustment  should  he  niodilied  by  tlie  pen*entage  change  in  the  cost  of  living 
since  the  last  adjustment.  Department  of  Labor  tigures  for  this  change  should 
he  usetl.  consisting  of  retail  prices  weighted  according  to  the  importance  of 
the  vai'ious  items  in  the  family  budget.  This  nualificaticm  is  not  for  the  pur- 
pose of  fixing  new  wage  rates,  but  merely  for  the  purpose  of  establishing  in 
terms  of  the  new  price  level,  and  as  a base  for  computation,  the  real  wages 
awarded  at  the  last  adjustment. 

(c)  The  existing  real  wage  rates  as  defined  in  (&)  should  then  he  modified 
by  the  percentage  increase  in  per  capita  production.  This  will  give  the  wage 
rates  for  the  new  period. 

The  percentage  increase  in  per  capita  production  should  not,  of  course,  be 
reckoned  simply  from  year  to  year.  Owing  to  the  fluctuations  of  the  business 
cycle,  some  years  show  abnormal  increases  in  production,  while  others  show 
decreases.  Wages,  of  course,  do  not  fluctuate  as  violently  as  prices  or  pro- 
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(liK-tion  and  it  is  not  desirable  that  they  should.  To  decrease  real  wag:es  dur- 
ing a depression,  and  then  to  increase  them  rapidly  durinjr  the  follow  ing  Period 
when  production  picks  up  again  would  be  an  undue  hardship  to  the 
earner^  and  would,  bv  its  reaction  ou  the  market,  intensify  every  undes  nihle 
feature  of  the  business  cycle.  The  trend  of  production  which  it  is  desiralile  to 
apXto  wage  determination  is  not  the  cyclical  one  due  to  booms  and  depres- 
sions but  the  steady  average  increase  over  a period  of  years. 

" In 'order  to  obtain  the  percentage  of  average  increase  we  ^'h"Scst  a 10-M  ar 
moving  average.  This  is  long  enough  to  include  the  whole  course  ‘ 

ne.ss  cvcle— both  upward  and  downward  swings— its  average  length 
s^eii*  years  Table  IX  shows  the  yearly  percentage  increases  or  decrea^., 
irper  capita  production  for  both  the  Stewart  and  Day  indices,  together  with 
veaViv  percentage  of  average  increases  for  the  preceding  ^he 

seen  that  while  the  yearly  change  fluctuates  between  l.L)  ami  0.0,  the 
average  change  fluctuates  only  between  3 and  0.8.  A yearly  addition  to  real 
wages  cor resiKin ding  to  the  average  change  in  prodnctnit.v 
inconvenience  to  any  solvent  concern;  yet  the  cumulative  effeDs  of  these 
chan-es  if  applied  from  1008  to  1010.  would  liave  been  to  raise  real  wages,  h> 
ilm  Stewart  imiex  20.24  per  cent  and  by  the  Day  index  20.9o.  It  should  he 
borne  clearly  in  mind  that  tliese  increases  in  wages  would  not  he  mere  moih- 

cMnse*  in  ,l,e  prl<-n  level  1,»,  wenl.l 

In  purchasing  power,  wdiatever  the  level  of  prices.  Table  X shows  similar 
indices  for  manufacturing  industries  alone. 


T\rie  IX — Yearly  increase/^  in  per  capita  physical  prodvefion  fot  the  l.nited 
fttatex  and  70-ycar  inoriny  averayes  of  thexe  increaxex. 


T 

1 

1 

Year.  i 

Yearly  increases. 

10-year  moving 
average  increasevS. 

Stewart. 

Day. 

Stewart. 

Day. 

Per  cent. 
0.0 
.0 
.0 
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Per  cent. 
0.0 
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-2.1 

Per  cent. 
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1 7 

12.5 

13. 5 

1. 6 

1.  t 

—6. 5 

— 3.  / 

1,  4 

1. 0 

-.9 

—2.9 

. S 

1.  Z 

9.0 

5. 9 

1.  2 

1 3.7 

4. 6 

1.2 

, fS 

4.  4 

S.  S 

2. 0 

z.  z 

1 .0 

— 1.8 

2. 7 
1.2 

o.  u 

1 -5.0 

—6.3 

1.  U 

J 

IHhi.e  X — Yearly  increases  in  per  capita  physical  production  lor  inaniitactnriny 

industries,  and  10-ycar  inoriny  arcrayc  of  these  increases.  


Year. 

Yearly 

increases. 

10-year 

moving 

average 

increase. 

\ 

Year. 

Yearly 

increases. 

10-year 

moving 

average 

increase. 

1S99 

Per  cent. 

Per  cent.  \ 

1907 

Per  cent. 
-1.7 
-9.3 
11.5 
-3.7 
-2.9 
9.8 

Per  cent. 

im\ 

im 

1902  

-6.9 

5.0 

12.1 

-6.9 

-2.5 

10.6 

-0.3 

\ 

. . . 

1908  

1909  

, 1910.  

i.76 

1.48 

.69 

.46 

1.15 

.75 

1 1911  



• 1912 

1904 

iQia  

ioo,*)  

-4.0 

1906  

j 1914  
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Let  us  aimlyze  for  ii  nioiuent  tho  effect  of  the  abovi-  luethod  of  wajie  deteruii- 
(li  tiou.  It  may  at  lirst  apiiear  tliut  there  is  souiethiuj?  illogical  in  modifying  a 
m jiiey  wage  hy  iiu  index  of  physical  production.  But  a moment  s retlectiou 
w 11  show  th.at  there  is  no  difficulty  here.  A worker's  wage  at  any  given  time 
rt  presents  the  power  to  purchase  certain  quantities  of  certain  goods.  If  that 
w ige  is  moditieil  hy  the  cost  of  living  index  it  means  that  after  the  moditica- 
ti  m he  will  he  able  to  huy,  at  the  new  price  level,  exactly  the  same  quantities 
o:  the  same  goods  as  before.  In  essence,  therefore,  he  has  been  receiving  a 
li  ted  commodity  wage.  But  in  the  meantime  the  physical  production  of  the 
N itioii  has  heeii  increasing  per  capita.  If  the  wage  earner  is  to  absorb 
h s accustomed  share  of  the  total  product,  his  real  wages  must  therefore 
b 1 increased  by  exactly  the  percentage  by  which  physical  production  per 
ci  pita  has  increased.  Since  the  new  volume  of  production  is  being  distributed 
a the  new  price  level,  the  percentage  addition  to  his  real  wages  can  be  made 
i)  terms  of  dollars  and  cents,  after  the  cost  of  living  adjustment. 

It  is  sometimes  said  that  increased  production  will  increase  the  welfare  of 
the  workers,  not  hy  raising  wages  but  by  lowering  prices.  The  suggested 
s,  stem  of  determining  wages  would  merely  translate  such  a process  into  con- 
c ete  terms.  If  increased  production  does  lower  prices,  that  fact  will  be  ac- 
c lunted  for  when  the  wage  rate  is  modilied  by  the  cost-of-living  index. 

The  addition  to  the  wage  then  made  for  increas<jd  productivity  will  bring 
t le  modified  wage  up  to  the  point  where  it  can  perform  its  former  share  in 
a )sorbing  the  total  production.  If,  on  the  other  hand,  increased  production 
s lould  not  lower  prices,  the  wage  base  will  be  adjusted  to  the  price  level 

V herever  it  may  be,  and  the  increment  added  for  production  will  then  assure  the 

V orker  of  his  former  share  of  the  product. 

As  an  example  of  the  operation  of  this  process  let  us  begin  with  a yearly 

V age  of  $2,000.  Suppose  it  were  ascertained  at  an  annual  adjustment  that 
t le  cost  of  living  had  risen  10  per  cent  and  the  10-year  average  for  annual 
i icrease  of  per  capita  production  were  2 per  cent.  The  adjusted  ba^  would 
t e fo\ind  by  adding  10  per  cent  for  the  increased  cost  of  living,  and  it  would 
Is  ,$2,200.  The  new  wage  would  then  be  determined  by  adding  2 per  cent  to 

t le  adju.sted  base,  and  it  would  be  $2,244. 

At  the  succeeding  annual  adjustment  this  would  be  the  figure  to  start  from. 
If  the  cost  of  living  had  then  declined  to  the  point  where  it  had  been  before 
tie  first  adjustment  that  decline  measured  in  terms  of  percentage  would  be 
f per  cent  Subtracting  this  from  $2,244  we  get  $2,042  as  the  adjusted  base, 
j nd  adding  2 iier  cent  we  find  $2,083  as  the  new  wage.  This  wage,  at  the  same 
I rice  level  as  that  of  two  years  before,  has  a net  increased  purchasing  power, 

( ue  solely  to  higher  productivity,  of  a little  over  4 per  cent  (represented  in 

1 loney  by  .$83 ) . , „ a • * * 

In  operating  this  method  it  is  important  to  make  frequent  adjustment— at 

leriods  not  more  than  a year  apart — in  order  that  the  workers  may  not  be 
1 andicapiied  by  too  great  fluctuations  of  purchasing  power.  Adjustments 
1 ecessitated  bv  a rising  cost  of  living  should  not  be  delated,  for  in.stance,  as 
1 hev  were  during  the  war,  because  of  a belief  that  the  cost  of  living  is  soon 
( oiiiing  down  again.  Such  delay  would  be  excusable  only  if  there  were  to  be 
I o attempt  to  keep  wages  in  some  fairly  constant  relation  to  productivity. 

r>.  Estimate  of  the  Probable  Effects  of  This  Method  of  Fixing  Wages. 

1 The  pnxt  course  of  real  wages. — It  may  be  asked,  if  in  the  past  wages  have 
.oriie  a constant  relation  to  the  value  product  of  industry  without  the  estab- 
ishment  of  any  special  principle  of  determining  them,  will  not  the  same  process 
■ontinue  in  the  future  without  employing  any  basis  of  wage  determination  but 
he  prevalent  market  rate?  It  must  be  remembered,  however,  that  in  com- 
.aring  wages  with  figures  of  “value  added  by  manufacture”  we  are  speaking 
11  terms  of  value,  in  other  words,  in  terms  of  i»rices.  and  that  the  priced  in  this 
•ase  are  wholesale  prices.  For  “ value  added  by  manufacture  ” is  obtained  by 
iulitracting  the  cost  of  materials  from  the  sales  price  at  the  factory.  But  in 
inter  to  assess  wages,  not  in  relation  to  the  value  product  of  manufacturing 
mlii.stry,  but  in  relation  to  their  purchasing  power  for  the  imlividual  worker, 
ve  must  relate  them  to  retail  prices,  or,  in  other  words,  investigate  the  course 

if  “ real  wages.”  „ , „ ■ 

Dr.  I.  M.  Bubinow  publi.shed  “ The  recent  trend  of  real  wages  in  the 

\merican  Economic  Review  of  December,  1914,  in  which  he  compared  full- 
ime  weekly  earnings  and  hourly  rates  with  their  purchasing  power  in  terms 
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of  food  prices.  Food  prices  were  used  because  the  expense  of 

Table  XI  It  should  be  noted  that  all  the  figures  in  this  table  are  index  num 
Ss  rather  than  absolute  quantities.  For  the  full  paper,  see  Append  . .) 

T^ble  XI. I.  M.  Ruhinoir's  computation  of  in<tex  of  real  wages,  1890-1912. 


Hours  per 
week. 

Wages  per 

Full-time 

weekly 

earnings 

per 

employee. 

Retail 
prices  of 
food. 

Purchasing  power 
measured  by  retail 
prices  of  food. 

Year.  | 

hour. 

Hourly 

wages. 

Weekly 

earnings. 



1 fton  

1 

101.1 

HX1.2 

101.3 

101.9 

iM  A 

98.3 

96.6 

98.7 
97.2 

99.7 

101.5 

105.0 

103.0 

100.5 

100.6 
101  6 

99.4 

97.5 

1 «oi  

100.9 

99.9 

1(X).  8 

99.4 

100.7 

100.3 

101. 0 

irn  1 

97.6 

1 CQQ  

KX.1.4 

101. 2 

101. 6 

OQ  9 

98.9 

99.2 

98.9 

98. 1 

Q7  1 

102.2 

1 

99.  S 

98.6 

^•7*  2 

Q:;  9 

104.7 

99.7 

100.0 

99. 7 

Qfi  7 

102.5 

1807  

99.5 

99.  b 

99. 1 

QQ  7 

KX).  1 

1 804  

99.6 

100.2 

99.8 

1AA  Q 

99.8 

1800  

99.2 

101.4 

100.6 

lUl/«  O 
1/^Q  A 

100.2 

1 omi  

98.6 

104.7 

103.2 

xvu*  u 
lAa  K 

98.6 

97.7 
100.7 
100.0 
102  8 

96.8 

loni  

98.1 

107.0 

lOo.  0 

o 

111  R 

94.3 

1 Qfpl  ...  - 

97.4 

112.0 

109. 1 

114  7 

97.3 

1 on‘<  

96.7 

115.5 

111. « 

1 9 

96.0 

1 Qi\l  

96.0 

116. 3 

111.  6 

98.6 

lon^  

96.0 

119.6 

114.8 

10A  Q 

102  7 

98.0 

100A  

95,4 

l23.  t) 

11< . 9 

in*?  7 

97.7 

1 007 

95. 1 

129.3 

123.0 

93.0 

1Q<W  

1 94.5 

128.5 

129.9 

121  • 4 

1 XtMJ*  X 

1 107  0 

QI  7 

89.4 

1 QilQ  

1 94.4 

122. 6 

Q '^  n 

87.2 

iQin  

i 93.8 

134.0 

125. 7 

I'M.  I 

1 1 49  A 

95.3 
91  S 

88.9 

ion  

93. 3 

1.16.  3 
j 141.5 

12i . 2 

85.3 

1912 

1 93.0 

131.6 

n ~A  f hv  T M Rubinow  American  Economic  Review,  December, 

wages,  etc. 

Table  XII.— Pawl  Douglas's  computation  of  real  icages,  1890-1918.'^ 


Year. 


Hoi’rs  per 
week. 


Wages  per 
hour. 


Full-time 

weekly 

wages. 


Purchasing  power 
meas’ire'i  >)V  retail 
prices  of  food,  of— 


Retail  food 
prices. 


100.9 
100.8 
l(X).  8 
100.3 

99.9 
1(K).  1 

99.7 
99.5 

99.3 

95.7 

97.9 
97.  .> 
90.0 

95. 7 

95.4 
95.4 


‘99.4 
99.3 
bX).  I 
101.  l 
9S.  0 

98.2 
100.2 
100.2 

100.9 
102.4 
100.8 
108.7 

112.9 

117.2 
US.  2 
120.0 


100.3 
100.1 
100.9 

101.4 

97.9 
9S.3 

99.9 
99.7 

KXl.  2 
101. 1 
liM.  0 

105. 9 

109.0 

112.1 
112.6 

114.4 


Wages  per 
hour. 


Full-tine 

weekly 

earnings. 


101.9 

103.4 

101.0 

104.1 
99.2 

97.1 

95.2 

90.7 

99.7 
100.8 

103.0 

108. 5 

114.0 

114.7 

116.2 
116.4 


97. 5 

90.0 

98.5 

97.1 
98.  S 

101. 1 
105. 3 

m.  6 
101.2 
101.6 
m.7 

100.1 
98.  5 

102. 2 
101.7 
103.1 


9>.4 

96.8 

99.3 

97.5 
98.7 

101.2 
104.6 
KXi.  2 

100.5 

100.3 

101.6 
97.6 
95. 1 
97.6 
<X>.9 
98,3 


1 From  American  Economic  Review,  September,  1921, 

608—22 3 
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Tablk  XII. — raid  Doiitd<iS‘S  ((Hninitatian  of  real  1H90-JU1H — Continued. 


Year. 

Honrs  per 
week. 

Wages  per 
h«iir. 

Full-time 

weekly 

wages. 

Rat  ail  food 
prices. 

Purchasing  power 
measured  bv  retail 
prices  of  food,  of — 

Wages  per 
hour. 

Full-time 

weekly 

earnings. 

19tVi 

94.  s 

12.V  1 

ns.  6 

120.  3 

103. 9 

9S.6 

HK)7 

94. 3 

131.2 

12:1.  7 

125.9 

104. 2 

9S.2 

190S 

93.0 

131.6 

123.  1 

130.  1 

101.2 

94. 6 

190*9 

93.4 

133.  4 

124.4 

137. 2 

97.2 

90.7 

1910 

92.  5 

137.0 

126. 5 

144. 1 

95. 1 

s7.  S 

1911 

92.  2 

139.  S 

12s.  9 

143.0 

97.  S 

90. 1 

1912 

91.1 

145.9 

132.6 

1,54.2 

94. 6 

N5.9 

1913 

90. 0 

149.6 

135. 2 

1 55. 7 

1 

S 

1914 

90. 1 

1A3. 1 

137.9 

1 5S.  5 

96.5 

S7.0 

1915 

S9.2 

152.5 

135.  5 

L56.5 

97.5 

Mi.  0 

19U) 

S9.7 

104.  5 

144.  S 

177. 6 

92.6 

SO.S 

1917 

SS. .) 

167.0 

146.9 

233.  4 

71.6 

04.  0 

191S 

hs.  5 

211.3 

1S7.7 

266. 6 

79. 3 

70.4 

Chart  N(..  :J. 

rRKND  OF  PER  CAPITA  PROOrCTION  COMPAUKP  WITH  TREND  OF  PI  UCHASINC  POWER  OF  WAGES, 

18#9-ini8. 

Data  from  Tables  I and  XII, 


s 
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Table  XIII. — Indices  of  union  nage  scales,  cost  of  licing,  and  real  iraf/es^ 

mi-VJ2(). 


Year. 


Wages  1 
(full-time 
week). 


Cost  of 
living.2 

Retail  - 
food 
prices.8 

f 

S2 

i 

S4  ' 

93 

92 

. 

9S 

lOO.O 

100 

i 103.0 

102 

105. 1 

101 

1 11S.3 

114 

142.4 

116 

1 174.4 

16N 

i 199.3 

1S6 

200.4 

203 

I 

Real  wages. 


('ost  of 
living. 


Retail 

food 

prices. 


1 Changes  in  union  wage  scales,  Monthly  Labor  Review,  V,  S.  l^eparlment  of  Labor,  March,  1921.  The 

figures  are  for  May  of  each  year.  . . , -i  v. 

2 Index  based  on  retail  prices  weighted  according  to  their  importance  in  the  family  budget.  Montniy 
Labor  Review,  U.  S.  Department  of  Labor. 

8 Retail  food  prices,  Monthly  Labor  Review,  U.  S.  Department  of  Labor,  April,  1921. 

I>r.  Ibinl  M.  DouLdass.  of  the  university  of  Chicago,  using  approximately  the 
same  metluHl  as  Doctor  Kuhinow,  has  brought  the  table  down  to  1918,  showing 
a continuation  of  the  falling  trend  of  real  wages.  See  Table  XII  ami  Appendix 
<;.  This  paper,  in  complete  form,  will  he  piildished  in  the  September.  1921.  issue* 
at  the  American  Economic  Review. 

In  Table  XIII  we  have  compared  the  index  of  nni(Ui  wage  rates  for  a full- 
time week  as  compiietl  by  the  United  States  Department  of  Labor  with  both 
tiu*  i*etail  food  price  index  and  the  total  cost  of  living  index  from  the  time  of 
its  incepti(ui  in  1918  down  to  1920.  Ry  either  test  the  real  wages  for  a full- 
time week  have  s1h>wii  a decreasing  trend.  (Tl»e  1920  figures  Mere  ai»iM*oxi- 
mately  at  the  peak,  being  accumulated  in  the  first  half  of  the  year.  Th(\v  there- 
lore  do  not  take  account  of  snliseipuait  reductions.) 

In  Table  XIV  we  have  made  the  same  calculations  for  machini.sts'  wage 
scales.  These  also  show  a falling  trend. 

Two  criticisms  of  Ihe  ia*ec(‘ding  tables  m:iy  be  made.  One  is  that  they  give 
an  undue  pn*ponderance  to  union  wages  rather  than  to  Mages  in  indnstri(\s  as  a 
Mlude;  the  other  is  tliat  they  do  not  include  extra  payments  f(»r  overtime,  M hicii 
have  fornual,  at  least  during  M’ar  years,  a large  part  of  the  Morkman  s inconuL 
To  file  first  ohjecthui  the  theoretical  ansMer  may  he  made  that  it  is  hardly  <*on- 
ceivahle  that  the  Mages  of  unorganized  Morkers.  M ho  have  not  the  advantage  of 
colbR'tive  luirgaining,  Mould  sIuav  over  any  long  pmaod  a higher  percentage  of 
increase  than  the  M ages  of  «u*ganized  M’orkers.  To  the  second  objection  Me  may 
ansM-er  that  the  hourly  rate  as  Moll  as  the  full-time  earnings  indicates  a de- 
crease in  real  Mages,  and  therefore  the  decrease  can  not  he  accounted  lor  on 
the  basis  of  shorter  standard  hours.  If  M'orkmen  had  t<»  give  more  Avork  lo  get 
tlie  same  return  in  [mrchasing  jioMor,  their  real  Mages  did  decnuise  by  any 
sound  test. 


! 
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Tahlk  XIV. — Indice^i  of  )tntchi)iMs*  ivoffes,  rosi  of  Uviuff,  (unl  machini'^ts" 

real  1D07-Ji^20. 


.Ma'^hin- 


Real  wases. 


Year. 

Lts’ 

age 

rates.! 

Cost  of 
living.'- 

Food 

prices.2 

< ost  of 
living. 

Food. 

92 

S2 

112 

94 

S4 

112 

95 

S9 

106 

93 

105 

99 

92 

lOS 

99 

9S 

101 

100 

100 

100 

bX) 

llX) 

102 

102 

103 

UX) 

99 

102 

101 

105. 1 

101 

97 

116 

114 

118,3 

98 

95 

123 

146 

142.4 

84 

86 

159 

16S 

174.4 

95 

91 

174 

1S6 

199.3 

94 

87 

195 

203 

203 

96 

96 



— 

1 United  States  Department  of  Labor  figures  for  full-time  working  week,  union  wage  scales,  for  all  cities 
in  United  States  reporting. 

* Same  as  i.i  Table  Kill  ^ 

TIIEND  OF  PER  CAPITA  PRODUCTION  COMPARED  WITH  TREND  OF  PURCHASING  POWER  OF 

MACHINISTS^  WAGES,  1907-1920. 

Data  from  Tables  I and  MIV. 


'1^77  /909  /S09  /9/f  /9fZ  /50  /SfS  79^  J$77  7919  7979  79tG 

^■^5  Currc  o/T  79/3  • JOO,  Cunm  Off  7909-/9/3  - 490 
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In  order  to  secure  evidence  not  open  to  these  criticisms  we  l^ave  resorted  to 
the  census  tigures.  These  figures  give,  in  five  yearly  periods  from  1899 
the  total  vearlv  wage  payments  of  the  industries  covered,  toother  w th  the 
^v,,npr,.™ll!er  of  wuse  earners  tor  the  aan.e  hatahllahments  By  d.yn  ms 
first  bv  the  second  we  have  found  the  average  per  capita  earnings  in  industry 
as  a whole  and  in  the  14  industrial  groups.  These  figures  cover,  of  course^^  all 
classes  of  wiu'knien,  and  all  wage  payments,  whether  for  overtime  or  otherwise. 
Thev  are  onlv  approximately  accurate,  but  they  should 

Indicate  a trend.  Table  XV  contains  the  amounts  m dollars.  In  -^2 ^ 

we  have  converted  the  amounts  to  relative  numbers  and  have  compared  them 
Tth  he  inderof  fo^  prices  to  show  the  index  of  real  wages.  In  industries 
0 whole  iiiid  in  nearlv  every  industrial  group,  the  trend  of  real  ^^ages  was 
: own  ward  .inring  the  15 'years.  The  sole  exception  is  “ Vehicles  for  land  trans- 
portation." wliere  the  sudden  growth  of  the  automobile  industry  changed  t e 

character  of  the  industrial  process. 

T\iiiF  XV— -4rrro.gr  per  cnpitn  nearhj  earninfis  of  vaye  earners  in  mnnufac- 

iurino  iu(lust7‘ies  in  ihe  United  Stales. 


I ndiM rial  group. 


.Mlindii -tries 

Food  and  kindred  products 

Textiles  and  their  nroducts 

Iron  and  ''teel  and  their  products. 
Lnml >pr  and  its  reinanufactures . . 
Leather  and  it'^  fini'^hed  products 

i’aper  and  printing 

Liquors  and  ^evH’aL'e^ 

(’hemicals  and  allied  products 

Stone,  (lav.  and  irlass  products. , . 


Tobacco  

^'eVir•les  for  land  transportation 

Railroad  renair  '-diops 

Miscellaneous  


1899  ! 

' 1 

1904 

1909 

1 

1 

t 

426  i 

477 

1 51S  \ 

415 

, 466 

507 

335  ! 

! 36.3 

412 

521  1 

1 563 

61 S 

376 

1 456  1 

466 

426 

455 

500 ; 

471 

528 

5Sl  ' 

6)00 

66/2 

692  1 

396 

449 

48:1  1 

444 

519 

553 

509 

553 

5SS  1 

1 361 

396 

413  ' 

470 

533 

59t)  1 

552 

6)01 

6v43 

453 

493 

540  j 

?honW  be  sufncicntly  accurate  to  establidi  tbe  trend  m rach  ca  e. 

xvI-7Vcm?  of  real  irapes  in  manufacturbuj  industries  calculated  from 
I nited  States  census  fi{)urcs. 


j 1899 
1 

1904 

1909 

....1  67 

75  I 

87  , 

All  indu'-.tries: 

1 

s2  ' 

89 

Index  of  inone\  ages 

109 

102 

Index  of  real  ages 

1.  Food  and  kindred  products: 

74 

82  1 

89 

Index  of  mono}  vages 

111 

lOo 

Index  of  real  v ages 

2.  Textiles  and  their  products: 

75 

81 : 

92 

Index  of  iu(*ne>  ^^ageb 

..  112 

108 

KK» 

ln<lex  of  real  \^ages 

3.  Iron  and  sTetd  and  their  products: 

77 

83 

91 

Index  of  tnone>  \eages 

115 

111 

iUO 

Index  of  real  ''  ages 

4.  Linnber  and  its  rcihanufactures: 

71 

86 

8S 

Index  of  money  v ages 

Index  of  real  wages 

0.  Leather  and  its  finished  products: 

1 1 

115 

83 

101 

91 

Index  of  inone>  ^'ages 

115 

111 

lUO 

Index  of  real  ages 

0.  Paper  and  printing: 

72 

81 

89 

Index  of  inone>  ages 

108 

7.  Liquors  and  beverages: 

i i 

84 

8.8 

Index  of  mone>  ^^ageb 

115  ; 

112 

101 

index  of  real  v ages 

K Chemicals  and  allic^d  products: 

71  , 

81 

i 8i 

Index  of  inone}  wages 

Index  of  real  wages 

108 

1 IIKJ 
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Tai!i.i-:  XVI. — Trend  ftf  real  innjes  in  waniiffteturhiff  indtixfries  caleulated  from 

Vnited  States  census  fi<jHres — (’oiitimuMl. 


1S99 

19<)4 

1909  : 

1914 

a.  Slone,  clay,  and  glass  products: 

Index  of  monev'  wages 

7:^ 

S.") 

90 

lOi) 

Index  of  real  wages 

loy 

113 

103 

100 

10.  Metals  and  metal  products,  oUier  tliun  iron  and  steel: 

In(iex  of  money  wage.s 

so 

S7  1 

92 

VY) 

Index  of  real  wages ; 

iiy 

no  : 

1 

100 

11.  Tobacco  manufactures:  1 

Index  of  monev  wages 

1 

91  1 

i , 

\m 

Index  of  real  wages 

124 

121  ' 

109  i 

j 100 

12.  \'ehic!es  foiTand  transportation: 

Index  of  monev  wages 

03 

71 

1 .SO 

' 100 

Index  of  real  wages 

94 

9o 

92 

; KX) 

13.  Railroad  repair  shops: 

Index  of  monev  wages 

•SO 

S7 

' 93 

U>l 

Imlex  of  real  wages 

119 

Ih) 

10« 

1 10«) 

14.  Miscellaneous  industries: 

Index  of  money  wages 

74 

SI 

S9 

1 

h¥) 

Index  of  real  wages 

no 

IDS 

102 

lOtJ 

For  uuK'liinists  omitluyeil  in  navy  yards  it  is  possible  to  caleiilate  not  only 
\va.u<^  rates  but  actual  fulMime  earnin^^s  since  lbl4.  (The  rates  in  arsenals 
show  a]>iu*oxiinately  the  same  course.)  Table  XVII  contains  these  results. 
In  calculating  the  full-time  earnings,  it  takes  account  of  the  overtime  worked 
<luring  the  war  and  the  bonus.  It  is  assumed  that  part-time  employment  has 
)>eeii  canceled  by  the  *IO-day  vacation,  and  hence  had  a negligible  effect  on 
actual  incomes.  Table  XVIII  compares  the  two  indices  with  the  cost-of-living 
index.  The  index  of  real  wage  rates  is  lliictuating,  l)ut  shows  a general  <lown- 
wanl  trend.  The  index  of  real  full-time  earnings  tluctuates,  of  coui'se,  more 
widely.  For  the  extra  efforts  put  forth  in  11)17  and  191S  the  machinists  re- 
ee:\kH\  a substantial  increase  in  payment,  Imt  the  trend,  on  the  whole,  is  not 
upward. 

The  United  States  Department  of  Labor  has  recently  prepan*d  an  index 
of  hourly  wages  since  IS40,  and  while,  of  course,  the  <lata  on  which  it  is  based 
is  even  less  comiJete  than  that  for  the  more  recent  years,  it  is  the  best  that 
ca!i  be  compiled.  This  index  shows  that  from  1840  to  ISiD  wagt‘s  about 
doubled.  This  is  undoubtedly  greater  than  the  rise  in  retail  prices  (luring 
that  period,  and  shows  that  real  wages  actually  did  increase  with  the  increa.se 
in  pr(xluction  during  the  greater  t»art  of  the  nineteenth  century.  Some  special 
intiuence  or  group  of  iidluences  must  have  intervened  about  1800  to  change  the 
situation.  The  table  follows; 


Inder  mnnher  of  icages  per  hour  {1913—100), 


Year. 

Index 

No. 

[ 

1S40  

33  , 

1S”)0  

3.’)  1 

IMill  

39 

.VS  j 

1S70  

07  1 

Year. 

Index 

No. 

67 

is\n  

60 

1\S.")  

61 

1SM(i  

69 



6S 

BOARD  OF  ADjUSTMKXr  AND  BOARD  OF  APPEALS. 


37 


chart  No.  5. 

'IKKND  OF  1!I:AL  IN'  M A NT  FAlTf  III  NC  I N WS  TK 1 1-S  MF  TIIK  INITFII  STATF.M. 

Data  from  Table  XVI. 
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Tahle  XVII. — Avcnif/e  irofjc  rntes  and  fuU-timr  rarninns  in  nary  yards,  nith 

inde.r  nuinhvr.i  for  cik  Ii,  1!> I 


Pate. 


1914. 

Jan. 

Jan. 

Jan. 

May 

Nov. 

May 

Nov. 

July 

Sept 

Julv 


1, 191.1. 
1. 1916, 
1,  191T. 
1,  1917. 

, 1,  1917 
1,  191S. 

, 1,  191R 
1,  19-20. 

. 16,  1920 
I,  19-21.. 


1 

ape 

tes.i 

1 

Index  of 
wape 
rates.  | 

Full-time 

earninps 

1 

Index  of 
full-time. 

Remarks. 

3.76 

ino.(» 

3.76 

100.0 

8-hour  day. 

3.76 

lOCKO 

3.76 

100.0 

Do. 

4.08 

107.9 

1 4.  OS 

107.9 

Do. 

4.37 

U5.6 

i 4.37 

115.6 

Do. 

A/M  : 

115.6 

^ 6.1H)  j 

15S.  7 

10-liour  day. 

4. 75 

125.7 

1 6.53 

172.7 

Do. 

5.77 

152.6 

7.93 

209.  S 

Do. 

6.40 

169.  .t 

6. 40  1 

169.3 

5i-hour  day. 

6.41 

169.3 

i 7.  16  ' 

1S9.  4 

Hoiius  added. 

0. 72 

177.  r 

7.4S  , 

197.9  1 

Do. 

6.  72 

177.  T 

' 6.72  ! 

1 

177.7 

Uoiuis  with 
drawn. 

I Vrilhmetic  average  of  maxiiniim  ratt‘s  in  the  several  yard'^  suificicnt  for  purposes  of  the  index,  since 
diiTerentials  between  maximum  and  other  rates  were  nearly  con  tant.  .Machinists  in  some  yards  ha\e 
received  dichllv  ixreater  advances,  in  others,  -sliehtly  smaller  ones.  , , 

- Takes  into  account  overtime  worked  during  the  war  at  time  and  ono-half  rates,  and  the  congressional 

bonus. 


111. — Real  wages 

and  real 

earniags 

of  machinists 

in  navg 

yards. 

Index  of 

I idex  of 

Index  of 

index  of 

Index  of 

Year. 

wape 

full-time 

cost  of 

real 

real 

rates.i 

eornings. 

living.2 

wapes. 

earninps. 

■ * 

UX),0 

KXK  0 

i0t).0 

100 

UK) 

• • 

100,0 

100. 0 

lOikO 

97 

97 

107.9 

107.9 

I(V).  1 

103 

103 

115. 6 

11.).6 

US.  3 

9S 

98 

115. 6 

15S.  7 

12s.  7 

IK) 

123 

125.  7 

172.7 

142.4 

S8 

121 

152. 6 

209.  8 

154.9 

9f) 

i:j5 

169.3 

169.3 

174.4 

97 

97 

169.  3. 

1S9.4 

216.  5 

78 

S7 

1 < /.  < 

197.  9 

20^.  5 

85 

9.5 

177.7 

177.  7 

ISO.  4 

9S 

98 

U|ii  UK>.  U lUO.  U lOU.  0 HAi  I'n; 

m ' 100.0  I 10:1.0  ; 97  97 

joi-9  }«!•?  'i« 

Tan  1 1917 ll.).h  ll.i.o  11S..3  *>S 

Mav  f 1917  115.6  los.  7 l'2s.  7 IH)  1^ 

Vnv  1 1917 * 125. 7 ' 172. 7 142. 4 S8  121 

se!k  1^:;;;;::;;:;:;::;::;; iii-r  ^ 

July  1,  1921 l‘«.i  j Id.  I IM).  4 9!n 

2 From  CiiiU>(?-St;Ues  Bureau  of  Labor  Statistics  Imicx,  Where  the  waye  adju.stment  is  in  January  or 
November,  the  December  figure  is  taken,  where  in  July,  the  June  ligure.  The  figures  for  May,  Ul<,  May, 
iyiN,  and  .September,  1920,  are  the  result  of  interpolation. 

As  a result  of  these  studies  of  real  wajres  we  may  derive  a startliuT^  conclu- 
sion. From  1840  to  1890  the  purchasing  i»ower  of  \vages  did  rise  with  some 
relalion  to  the  increase  in  production.  But  since  189G  it  not  only  failed  to 
keep  pace  with  this  increase,  but  registered  an  ahsointe  fall.  According  to 
Ibiy's  iiulex  of  production,  if  real  wages  had  in<  reaseil  in  direct  ratio  to  the 
increase  in  per  capita  protluction  since  1899,  they  would  in  1918  htf\e  been 
about  per  cent  above  the  1899  tigure.  But  according  to  Douglas's  index  of 
real  wages,  they  5vere  aetualiy  in  1918  about  30  per  cent  below  the  1899  figure. 
This  means  that  if  the  average  wage  earner  in  1918  had  r(^eived  the  same 
siiare  of  the  physical  production  of  the  Nation  which  he  received  in  1899,  the 
average  wage  in  1918  would  have  been  85  per  cent  higher  than  it  5vas. 

2.  Relation  of  real  wages  to  prices. — This  study  of  real  wages  brings  to  the 
surface  an  apparent  contradiction.  We  began  by  proving  that  wages  did  in- 
crease since  1899  as  the  value-product  of  industry  increased.  We  now  see  that 
wages,  measured  by  their  purchasing  power,  have  actually  declined  since  189G 
so  that  the  wage-earners  are  not  only  unable  to  absorb  their  former  share  of 
the  total  national  product,  but  can  not  even  absorb  as  many  physical  goods  as 
they  could  in  1896,  before  the  recent  increases  in  productivity  took  place.  How 
is  this  contradiction  to  be  explained? 

It  is  not  to  be  explained  on  the  ground  that  the  employers,  as  such,  have 
alisorhed  a larger  share  of  the  product.  For  the  ‘‘  \ alue  added  by  manufacture 
To  which  we  found  wages  had  a ctuistaiit  ratio,  includes  everything  paid  out  in 
interest,  rent,  profits,  and  salaries  on  the  manufacturing  process  itself.  ages, 
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measured  in  terms  of  prices  at  the  factory,  apparently  have 
\vi‘'es  measureil  in  terms  of  retail  prices  tiiat  have  gone  down.  LMdent  , 
Then  tile  discrepancy  is  to  be  accounted  for  by  a rapidly  increasing  margin  be- 
tween manufacturers’  prices  and  retail  prices.  increise 

This  increase  must  have  been  not  merely  proportional  to  the  \ntreasL 

in  mamifactiirers'  prices,  but  much  greater.  Suppose  au  article  sells  at  the  fac- 
tory for  SIO  and  the  retailer  sells  it  for  and  tliere  is 

.s;io  Suppose  then  prices  ilouhle  all  around;  the  factory  price  effect 

the  retailer’s  price  .S40,  and  the  margin  S'iO.  Such  a change  would 

the  purchasing  power  of  wages  at  all.  if  they  retained  the  same  ratio  as  before 

!ll  faemrv  For  in  that  ca.se  wages  would  .iouble  also,  and  wape  ;..rimrs 

could  afford  to  pav  S40  at  the  store  for  an  article  which  foruierlj 

The  persons  engaged  in  the  distributing  process  between  manufacturer  and  re- 

tallei  wou"3  ti  ^^rforniing  the  same  service  as  before,  an.l  would  he  receiving 

tin*  same'  ndative  compniisatiem  for  that  sei*4  ice.  f on  •uivmr*t> 

What  must  have  taken  place  since  ISiHi.  if  our  theory  ^ 

of  retail  iirices  in  a more  rapid  ratio  than  the  advance  of  factoij 
persons  engaged  in  the  distrilnitive  processes— the  shipi»ers, 
comndssio,rmen.  speculators,  wholesalers,  trailers, 

a-encies  retailers,  etc.,  have  been  receiving  a largei  rehitne  shau  of  Fie  na 
tional  product  Thev  have  been  exacting  a highci'  return  in  goods  tin  y 
biller  iirXy  and  van!  of  cloth  prodncl.  They  have  not  onl.v  absorbed  ti  e 
waire-earner’s  share  of  the  increased  production  of  the  nation,  hut  more,  tco. 
This  mav  not  mean  that  the  average  niiddlenian  has  been  recening  ,i  liigtie 
i-eiaHrr  income  It  mav  mean,  instead,  that  the  distributive  process  has  hecon.e 
more  coiniilex  and  engages  a larger  proportion  ot  the 

ni.-in  ar  am  rate  that  while  niamitactunng  industi.i  has  been  incrLasiiL 
efliciency.  distributive  service  has  suffered  a loss  in  elfunen.-y  ot  suflicieiit  mag- 
iiitiiilp  P‘it  iin  more  thmi  the  suviiig  mnde  in  munuttittuic.  ..  -i 

I fs  ifllcVlt  t^d  eck  this  increasing  margin  between  factory  and  retai 

pi-re^rsilil;  rr  semn  to  lalk  any  index  of  retail  prices  of 

ho  comnaml  with  an  index  of  factory  prices  ot  the  same  aiticle.  If.  *'^*^^'*;*’ 
we  tako  the  TK‘i’io<l  between  189ii  and  1914— the  same  census  period  we  used  in 
stiidving  the  di.strihmion  of  the  value  production  of 

rel.il  1 Jievs  of  il.<TO0»-,l  f„„„  <iS  to  o • o.l 

wholesale  prices  of  food  went  up  merely  tioin  ..)  to  ItW.  N\e  lui\e 

tio  -ni».  tl,ot  of  I'Otml  |.rioeo  in  so, .oral.  (1,0  laoroarfas  mars..,  (.ol.v,-,.,,  r^ 

and  wholesale  prices  is  far  more  marked  in  man>  to  1014 

1 • .Hill  r*intTnn<’’  lor  lustunce,  went  up  iH>ni  ioo«>  lo  ioj.** 

nieie/v  froni'.O-’  lo  OS;  metals  ami  metal  products,  which  Ihictimte  wi(h?b,  a<> 

!uall^lro;4  to  ST;  and  chcinieals  and  drugs  moved  onl.i  from  OB 

^®FoJ’ purposes  of  this  comparison  a new  series  of  iniliccs  w..nld  have  to  lie 
ocnstnided,  Imt  what  evidence'  we  have  points  strongiy  in  the  diiei  mi  o 

trntli  of  our  theory.  


ArcKxmx  A. 

pl  OTATIOXS  FROM  KCOXOMIC  ArTMOlUTIES  ON  THE  THEORY  OK  WA.iES. 

1.  The  (piotatioiis  given  below  support  tP.o  production  theory  of  wages  and 
einidiasizc  one  (U‘  another  derail  of  it. 

[From  Distribution  of  Wealth,  by  John  Bales  Clark.] 

,1„„  work,,...,.  soneralls 

erSfs,  LTd  to  entrepreneurs  what  the  coordinating  function  creates  (p.  d). 
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“ hi  cast*  if  shall  prove  to  he  true  that  iirotlucts  ami  shares  do  thus  eoiiieide. 
we  need  further  to  know  whether  each  of  these  separate  iiieomes  p'rows  abso- 
lutely smaller  or  larftm-.  We  must  aseertaiu  whether  evolution  makes  labor 
mor.'  |)roductive,  and  therefore  better  paid,  or  les.s  productive,  and  tlieietoie 

'file  siiecitie  i>roduetivity  of  labor  fixes  wattes  this  is  the  thesis  that  is 
to  be  supporteil  in  this  volume.  Ascertain  ho\v  h.rite  a iiroduct  is  to  be  alU'ih- 
uted  to  a siiiitle  unit  of  labor  that  is  employed  in  raisitift  wheat,  makintt 
smeltinit  iron,  spinnini;  l■otton.  etc..  and_yoii  lune  the  standard  to  which  the 

pav  of  all  labor  tends  to  conform  " (p.  4i  I.  . 

■•What  we  have  claimed  is  that,  in  modern  lit<‘  as  well  as  in  piimitnt  lih. 
the  identity  of  wattes  with  the  product  of  labor  is.  in  a treneral  and  approxi- 
mate way.'  maintained,  and  that  this  product  furnishes  the  standard  about 

whicli  wattes  for  short  periods  lluctuate  tp.  !)2). 

-These  incomes  ( wattes  and  rentl  are  fixed  by  the  tinal  productivity  ot 

labor  and  capital,  as  permanent  lUtents  of  product  ion  •'  fp.  DiO). 

•‘'File  kind  of  dyiminit*  change  that  is  most  nsouil  tor  the  illustiation  ot  t i . 
iioiiit  is  broiptht  about  by  an  improvement  in  the  methods  of  production,  i bus, 
an  invention  makes  it  possible  to  produce  soniethiipt  more  cheaply.  It  hist 
■dves  a protit  to  eiiterpreneurs.  and  then,  in  the  way  that  we  have  described 
adds  .somethint;  to  wattes  and  interest.  This  is  eipiivalent  to  a 
new  wealth.  It  has  made  a detinite  aildition  to  the  income  ot  societ>,  and 
from  llie  movement  when  the  improved  method  has  been  jiut  into  operation  the 
static  standard  id'  wiutes  has  been  higher.  The  rate  toward  which  the  pa>  of 
bailor  is  now  tendinjt  is  not  what  it  was  before  the  invention  was  applied,  but 
it  is  a new  and  hifther  rate.  Wapes  now  tend  to  eipial  what  In 
nroduce.  and  this  is  more  than  it  could  formerly  produce.  ^Mlen  the  full  truits 
of  this  invention  shall  have  diffused  themselves  throiitth  society  the  earniipts 

of  labor  will  eipial  the  new  standard  rate.  , . 

“ I.et  another  invention  be  made  that  also  effects  an  economy  in  production. 
It  also  creates  a profit — At  the  moment  when  the  sei'ond  invention  is  applied, 
then  there  is  a new  and  still  lusher  standard  cstablisbed  for  actual  waires; 
and  'they  will  pursue  the  standard  till  they  reach  it.  thoiiith  before  they  do  so  a 

still  remoter  and  lusher  standard  will  be  before  tlieiii  ” (p.  40.) ). 

“If  instead  of  occiirrins  at  intervals  considerably  separated,  the  improNc- 
ments'in  industrial  methods  were  continually  takins  place;  if  one  followed  an- 
other so  closely  that  when  the  second  occurred  the  fruits  of  the  first  weie 
only  besinmnu’  to  make  their  impressions  on  the  earninss  of  labor,  then,  as 
a result,  we  should  Imve  the  standard  of  wases  movins  continuously  upward  amt 
actual  wases  steadily  imrsuins  the  standard  rate  in  its  upward  movement,  but 
always  remainin.s  by  a certain  interval  behind  it”  fp.  40ff). 

[From  The  Modern  Di.strilnitive  I'roces.<,  by  iXark  and  Oiddinss.] 


The  wasres-fund  doctrine  has  been  fully  overtlirown.  and  it  has  been  abund- 
antly demonstrated  that  the  actual  rate  of  wa^ms  is  made  by  the  pniductiveiu-ss 
of  iiiilustrv;  but  the  proposition  has  not  Imhui  ri‘duced  to  perfect  detmitenes>. 
4'lcit  is  to'sav.  it  is  im  loniier  disputed  that  wuftes  are  more  when  the  iiroiluct 
is  more  and  'less  when  the  product  is  less,  but  there  is  still  wbeiher 

increaslmr  prodm-tion  tends  to  benefit  chiefly  the  employer  or  chietlv  the  bib''rer. 
The  ilecisive  answer  to  this  ipiestion  will  b<>  stiven  some  day  by  statistics  ( t m 
Natural  Kate  of  Wattes,  by  F.  H.  (tiddimts.  p.  BO). 

I From  Dynami.  s of  the  Wa^cs  (Juestion,  by  .Tobn  Bates  Clark.  IbiblicaUons  of  the 
American  Fwoiiomie  As.sociation.  third  series,  voi.  4,  pp.  i:m-t4:!.l 


“ Workiiutmen  art‘  creatintr  ilaily  certain  amounts  of  wealth ; and  it  tin*  tlie 
cbanites  and  disturbances  that  social  proitress  im|»lies  should  cease  't 

certain  causes  of  friction  were  rmnoved,  every  man  would  ftet.  as  his  pa.\ . t le 
amount  that  he  really  produces.  Ten  years  Imnce  the  men  wiH  work  in  a 
different  manner  and  with  different  appliances,  and  it  we  could  then  i^top  the 
intiuences  of  chamte  and  let  competition  aftain  do  its  full  work  we  should  hud 
them  irettiim-  amounts  that  would  correspond  to  their  chanited  , lowers  of  i-ro- 

^^'“The  mar;_dnal  productive  power  of  labor  furnisbes  the  standard  of  wastes, 
and.  in  general,  this  is  tendinir  upward,  ami  thei  actual  rate  is  pursuimr  it— 
In  a dynamic  view,  tlie  condition  is  natural  if  the  upward  movement  ot  the 
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stamlanl  p..'s  on  at  a imriiml  rate,  and  if  tin-  actual  wa.ires  la;r  liehind  it  b> 
ji  normal  inlerviir*  (|>. 

i From  ()utlines  of  a Theory  of  \Va;:es,  by  V\  \V.  Taussisr.] 

is  a hetwoon  waiios  on  the  ono  hand  and  itrodurl  or 

elliciencv  'on  the  other.  It  is  this  n-lation.  for  example,  which  explains  the 
ureat  international  variations  of  wa.sres.  If  tlie  return  to  labor  is  l"irlu-r  n 
the  Fiiited  States  Ilian  in  Eimdand  or  Cerniany,  hi'-dier  m these  than  in  Italy 
or  Uussia.  tlie  differenm-s  are  due  mainly  to  the  ^n-eater  or  less  pro<lucti\ cm‘s> 

of  labor  in  the  several  countries  ”( p.  1 ).  if  i.,iww- 

••  All  the  standiirds  of  livin.st  in  the  world  will  not  imike  wiiges  hmh,  if  la  o 
ers  are  nuiny.  ami  if  their  piooiici  (their  marainal  discounted  product  i is  small 

**'■  IFi-om  Laws  of  Wa.u'es.  by  Homy  L.  Moore.l 

-We  shall  aiiprom-h  the  very  kernel  of  the  i-ri.dm’tivity  U'.-or.v  l>y  succossive 
stiires  Three  e.ssential  i.roi.ositions  in  the  theory  will  be  establisbe.l.  It  will 
be  demonstrated,  tirst.  thiit  in  a particular  imlustry.  in  which  labor  pla.\s  a 
relatively  birtte  role  in  pro.luctioii.  the  lluctuation  in  the  nite  of  jteiiera  waires 
A iiries  d'irectlv  with  the  tluctuation  in  the  value  of  the  product  I’*-'’  ; 

It  will  then  be  e.stablished  that  the  lluctuation  in  the  laborer  s lelame  slum 
in  the  viilue  of  the  jiroiluct  viiries  directly  with  the  lluctuation  in  the 
of  nmchine  power  per  laborer  employed  in  the  industry.  In  the  third  ■' 

proof  in  a imrticular  instance  will  be  supplied  ot  an  important  d.\  namu,  i oi  ol- 
larv  of  the  productivity  theory  of  wattes,  namely,  that  other  conditions  lemaiii- 
injt'  the  same  the  tteneral  trend  of  the  laborer's  share  of  the  product  is  determimHl 
bi  tile  ratio  in  which  capital  and  labor  are  combined  in  pnaluctmiu  Ibese 
three  investijtal ions  will  brimt  to  a statistical  test  f 

the  productivity  theory;  the  rate  of  .iteiieral  watte.s  will  m,,, 

diietivitv  of  labor,  and  the  secular  trend  ot  the  laborer  s shaie 

will  be'broujiht  into  functional  dependence  ipioii  the  ratios  m which  .apital 

jiml  labor  citoporato  in  in*odiK'tioii  ” (pp.  44-4.)). 

I From  The  Tlmory  of  Wases,  by  HerlHwt  M.  Tbomp.son.  Pnblishe.1  ISlVJ,  Macmillan  Co.] 

- Labor  is  neither  limited  for  its  reward  to  a waae  fund  nor  is  it  ytitle.l  b- 
The  residuum  of  a varyin.it  iirodm’t  of  imlustry.  \\  a^es  ' 

Entrepreiieu's  imititsl  are  a varyiii.it  proiiortion  ot  a lai.Mii^  piodmt  t 
(lustry  " ( p.  SI). 

(From  Distribution  of  Wealtli.  by  T.  M.  Carver.] 

“His  work  coiis'sts  in  takiiiit  a piece  of  material  whicii  is  wortli  little  and 
j.uttimt  it  into  a shape  in  which  it  is  wortli  more.  The  amount  ot 
he  adds  to  it  is  tlie  amount  which  lie.  toitetlier  with  his  tools,  earns. 
from  this  amount  the  co.st  <d'  keepin.it  himself  suiiplied  wiiii  tools,  ami  you  ha^e 

I'li'tliVcase  tl'ie  rule  is  that  a rale  of  wa^es  will  lie  paid  wl'.ich  will  he  ap- 

nroximatelv  cipmi  to  Hie  maritimil  ]iroduct  of  hdior  ' I]).  l-'y- 
’ VII  thi;  is  eipiivaleiit  lo  sayinit  tliat  miH,  iudividual  laborer  pmts  as  wam- 
apiu-oximatelv  Hie  eipiivaleiit  of  the  amount  which  he  mdn  idmilh  can  add  b 
the  product  of  Hie  itrou]i  to  whidi  he  Imlomts.  or  ot  the  aiiiouiit  w huh  he  <.in 
subtract  from  tltc  nroduct  of  tlie  itronp  liy  witlidrawimt  hinise  ] ■ • ‘ j , 

“Tliis  law  is  tiiat  a ttiven  unit  of  lalmr  of  any  kind  is  ^ allied  m mdii.t  . 
accordimt  to  the  amount  which  it  .•an  add  lo  the  total  product  ol  ' 

or  Hie  nmonnt  wliicli  can  he  produced  with  Hus  unit  .ner  and  alime  wliat  can 

ui*(k1uc(m1  wiliioiir  il  ’ ( P*  lb4.).  . r 

“The  marainal  productivity  of  any  class  determines  Hie  rate  .d  wanes  ot 

Halt  i-lass  ” (p.  LSI  ). 

[From  PriiiriplHS  of  Kootiomms,  l>y  Fetter.] 

“Tlie  law  of  wanes  may  be  stated  tlms;  In  any  state  of  the  labor  imirket 
Hie  wanes  of  any  laliorer  or  class  of  labor  is  eipial  to  its  marnimil  eontiilii- 
— tiiip  is.  to  the  value  of  its  jirodiict  ” (p.  iHH). 

[From  Introduction  to  Economics,  by  Mr.  H.  II.  Saefiei.] 

"Tlie  thesis  that  we  liave  proposed  b.  defend  is  that  under  conditions  <)f  free, 
•ill-sided  competition  the  earniiins  of  inarnmal.  as  ot  otliei.  workmen  will  co_^ 
resi.ond  aecilrately  1..  Hie  contributious  wliich  they  make  to  production 

([).  24R). 
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[From  I'rinciples  of  Economics,  by  Selijai^an.] 

“ depend  <m  inar^diml  pi'^nluctivity (p.  417), 

**T!ie  nnruial  rate  of  wages,  that  is,  tiie  anunint  to  whicli  wages  tend  to  eon- 
under  conditions  of  free  cfunpetition  and  mobility  of  both  capital  and 
ab(»r.  is  the  amount  of  value  which  a given  increni»mt  of  labor  produces  at  the 
nargin  ” (p.  418). 

From  A History  and  Criticism  of  the  Various  Theories  of  Wages,  by  W.  D.  McDonnell.] 

‘‘It  is  a striking  tribute  to  the  substantial  triitli  of  the  tlu^ory  according  to 
vvliich  wages  deiieiid  on  the  eiliciency  of  work,  togetlier  with  tlie  intensity  of  the 
ienuind  on  the  part  of  the  cat>italists  f<»r  the  aid  of  labor,  that  of  the  theories 
.vliich  I have  noticetl  on  the  preceding  pages,  all,  with  the  exception  of  the 
heories  of  I*rofessor  Rogers  and  Karl  Marx,  recognized  a connection  more  or 
ess  intricate,  between  the  efficiency  of  work  and  the  amount  of  wages”  (p.  68). 

[From  The  Wages  Question,  by  Francis  A.  Walker.] 


“On  the  contrary,  I hold  that  wages  are,  in  philosophical  view  of  the  subjeid, 
;>aid  out  of  the  product  of  present  industry,  and  lienee  that  production  fur- 
nishes the  true  measure  of  wages"  (p. 

“ AVe  repeat,  the  employer  purchases  labor  with  a Anew  to  the  prodmT  ot  the 
labor;  and  the  kind  and  amount  of  that  product  determine  Avhat  Avages  he  can 
ifford  to  pay.  * * * It  is  then  for  the  sake  of  future  production  that  the 

laborers  are  employed,  not  at  all  because  the  employer  has  possession  of  a 
food  which  he  iniist  disburse;  and  it  is  the  A’alue  (>f  the  product,  such  as  it  is 
likely  to  pn»ve.  which  determines  the  amount  of  the  Avnges  that  can  be  j»aid, 
not  at  all  the  amount  of  Avealth  Avhich  the  employer  has  in  possession  or  can 
command.  Thus  it  is  production,  not  capital,  Avhi<  h furnishes  the  motive  f(»r 
einploymenr  and  the  measure  of  Avages  ” (p.  1-0). 

[From  ITinciples  of  Economics,  by  F.  W.  Taussig.] 


“ Similarly,  the  marginal  contribution  from  any  grade  or  group  of  labor  de- 
termines the  remuneration  of  all  Avithin  that  grade”  (p,  151). 

“ A>ry  ilifferent  in  charatter  from  the  confused  and  fallacious  notions  just 
discussed  is  the  A'leAV,  held  I>a’  many  able  economists  (»f  our  day.  that  the  lunda- 
mental  determinant  of  Avages  is  the  specitic  product  of  labor.  * * * Each 

(capital  and  labor)  tends,  uiulei-  eoinpet itive  conditittns,  to  get  as  a reward 

what  it  adds  to  the  product  ” (p.  IDT).  ^ . 

'‘The  simplest  and  clear,  st  m(«l(*  of  stating  the  theory  of  general  wagers  is.  in 
my  judgment,  to  say  that  wages  are  determined  by  the  discounted  marginal 
product  of  ]ai)or”(p.  IDsj. 

[From  Capitjil,  War.  and  Wages,  by  W.  II.  Mullock.] 

"The  fact  in  question  is  That,  if  tiu»  inc<»mes  of  the  population  generally  are 
p>  he  raised  in  the  future  to  any  substantial  extent,  this  result  can  not  be 
iO  hieved  by  any  nuM't*  redistribution  of  income  already  existing,  but  must  be 
looked  Ibr  in  a large  increase  of  the  total  amount  ])i*odiiced  " (p.  44). 

2.  The  fol hAviiig  (luotatioiis  emphasize  the  fa<*t  that  umler  pi*(‘sent  conditions, 
collective  wagi'  luirga’ning  is  necessary  to  secure  lor  the  worktu*  the  share  he 
may  reasonably  expect  of  the  prodiuT  ot  industry. 

[From  Iiitroduction  to  Economics,  by  li.  R.  8<‘ager.] 

"The  wages  ctuirract  is  a oargain,  and  wlien  it  fails  to  secure  for  labor  its 
comptditive  share  of  the  prodiu  t the  cau.se  must  In  sought  in  the  umMUdl  l>ar- 
gaiiilng  ahiliiy  of  wad’kiueu  aiiti  their  employ(U*s.  The  prniciiial  disa<lvaiitages 
under  which  workmen  are  placed  are;  first,  that  their  labor  lesemhles  a 
perishable  c(dnmodit\'  in  that  it  must  be  sold  each  day  if  they  are  not  to  incur 
loss.  Th  s c'rcumstunce  forces  them  at  times  to  accept  Avages  that  are  below 
their  normal  earning  capacity,  but  less  often  than  many  writer.s  represent 
* A second  disadvantage  results  from  superior  knoAvledge  Avhich  em- 
p!oveix\isuallv  have  of  conditions  that  iiilUieiice  the  wages  contract 
A ihird  disadvantage  results  from  the  actual  or  tacit  understanding.s  Avh:ch 
(.-ftt’ii  restrain  employers  from  competing  freely  tor  employees  liy  advancing 
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*^"The  t(-iulen.-y  of  the  nl.ove  disa.lvimta^'es  is  to  ui'Tueh- 

oinplovers  as  bnVfrt.iners  aial  to  eause  tlu>m  t.>  a.rept  less  than  then  tan  -haie 

,’r  xK:s,ri;; 

srently  they  can  seenre  not  only  employers  can 

the  trade,  the  full  ‘•opi'etitive  rate  harfiainina  is  matched  on 

,,rri.r"mi.ll5-  tl.m,  they  tvtmhl  .'ithoi.t  euch  coernm,  (p.  -We). 

[From  ITiuciples  of  Economics,  by  Taussig.] 

“ It  is  certain  and  indeed  obvious  that  the  bargaining  power  of  hiretl  workmen 
is  strengtliened  by  their  acting  in  JlV-u-d  securing  ‘fair  wages’;  that 

"rimUth.Inll  Sf..tm,l  a.al  a (..f 

ing  by  both  purth^s”  (p.  26.) ). 

[From  Principles  of  Economics,  by  Seligman.] 

[I-A'om  History  and  Problems  of  Organized  Latwr,  by  F.  T.  Carlton.] 

» The  maximum  amount  which  an 

is  the  "Bu\^*the'prmli'c^^  employee  depends  not  merely 

employers  ertort  ^ 1 also  upon  the  manner  in  which  his  labor  is 

upon  his  skill  and  \ dipper  limit  may  also  he 

directed  i„-  utilizing  hv-prodiicts  and  eliminating 

raised  by  using  improved  of  investments.  Unwise 

wastes  and  by  or-'anTzatio^  tend- to  lower  the  upper  limit, 

nctmn  on  the  pait  ot  labor  o ^ ' ct-Hu-Hnn'of  ontnut  successful  resistance 

I-,eq„ent  .'hsor,  to  ^ "'orh.  ah'l 

to  the  introduction  w\ll  sooner  or  Liter  lower  the  upper 

opposition  to  the  training  ot  f ■ lower  wa^m  limit  is  the 

linht  or  «tar.l  phrsS.  o.onM,  ami  moral 

absolute  miiiinuim  »ec‘?ss.u>  V ^ . ^le  actual  mininmm  varies  with 
deterioration  of  the  do,?e  I " ^ rifle  mmn  the  stamlard  of  living 

ditlercnt  .•ht.<scs  ol  b-  Brit  particular  time  and  in  that  particular 

miuiml  "t.;'" has  a hlsher  stai.aar,l  of  llvlns  than  the 
SlSie,!  .1  "the  wise  limit  ol  the  latter  than  the  rase  ot 

the  former.  wa‘m  nveived  will  he  fixed.  The  exact 

as  the  haryaloina  ahiii.y 
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n tlit‘  \vork(M*s  ami  the  iiumupoly  i>o\v(*r  of  the  emi»lo,\er.  The  hin*^ainin;r  power 
u tile  isoIattMl  wtn’ker  is  sli^iit.  His  knowled.m*  of  the  lalxn*  market  ami  ll»e 
u '.ireiK-y  of  the  need  of  the  employer  is  sli^dit ; and  Ids  own  need  of  employ- 
n enr  is  freipieiitly  urfrent.  Ajrain.  the  manual  work<  r is  hy  reason  of  his  oeeu- 
pition  iuexperiem*ed  in  harpiinin^.  Tiie  individual  harfrain  is  tisuaiiy  indeti- 
n re  and  uiistamiardized.  Collective  !)arpdninj:,  <»r  tlie  Itai’Kainin^^  of  employ<H*s 
a - a .LU'oui),  removes  imniy  of  the  disadvanta.ires  wldeli  militate  apiinst  tlie 
ii  dividual  waj^e  earner,  ami  it  t(*nds  t(»  standardizi*  the  <*omlitions  of  em]tloy- 
n ent — hotirs,  speed,  time,  and  methotls  of  payment  and  The  like.  Through 
s ronjr  unions  and  well-orjjanized  systems  of  eolleotive  har^uiinin^^  wa^os  may 
increased;  hut  it  is  not  within  tlte  power  of  wniXi  workers  usinjj;  the  purely 
e onomic  metliods  of  unionism  to  eliminate  dilTerenlial  rents  and  many  forms 
o'  monojtoly  gains’’  (p.  5.) 

[From  Essentials  of  Economic  Theory,  by  John  Bates  Clark.] 

" (>r;xanization  means  collective  har^minin^-  and  tends  to  t*(|ualize  the  strategic 
ji  (sitions  of  men  and  emphtyers.  When  an  entire  force  <d'  workers  must  he 
d -air  with  at  one  time  the  employer  has  not  the  alternative  rea<ly  to  his  hand 

V hich  he  would  have  if  he  had  only  to  employ  a single  one.  * * Without 

0 ■Lranization  and  hy  means  of  individual  har^minin;::,  w'a^es  are  drawn  down- 

V ard  toward  the  level  set  hy  wliat  idle  men  will  accept,  which  may  he  less 
t lan  they  will  lU'odiice  after  they  receive  employment  and  will  surely  he  less 

1 lan  They  pniduce  after  they  have  deveh^ped  their  full  efiiciency.  With  ormiiu- 
zitain  which  is  hx-al  only,  and  with  collective  harirainin^  that  sroes  only  to 
t le  extent  of  adjustin^r  the  pay  <»f  men  in  <me  estahlishment,  this  pay  comes 
I carer  to  the  standard  set  hy  the  productivity  of  lal)or  tlian  it  would  if  the 
!i  u’^^ains  were  individually  made''  (p.  4oH). 

*•  Under  all  three  of  the  c(Uiditions  just  descrihe<i  the  static  standard  of 

V a^es — the  tinal  productivity  of  social  labor — still  exists:  and  the  actual  pay 
of  Ia!»or  tends  t<ovard  it,  hut  differs  from  it  hy  var.\in;r  amounts,  accordin^^  as 
1,  hor  is  unorj^anizeil,  locally  organized,  or  (U’^anize<l  throimhout  a suh-jirouii 

( [>.  4o4). 

[From  Principlen  of  Lal>or  Legislation,  by  Commons  and  Andrews.] 

“It  is  apparent  that  the  individual  laborer  is  at  n jrreat  <lisadvantajte  in 
1 iriraiiiiuK  witli  an  employer.  The  em|doyer  is  often  a ^reut  coritoratiou. 
\ hicii  is  itself  a comhinatimi  of  capital.  But  tlie  disadvantage  of  the  laborer 
i even  iu(»re  fundamental.  Reintr  proi^ertyless,  he  luis  no  opi)ortunity  to  make 
1 is  living,  ])iit  to  work  on  tlie  property  of  others.  Having  no  resources  to  full 
I ick  upon  he  can  not  wait  until  he  can  drive  the  most  favorable  bar^min.  It  is 
;j  case  of  the  necessities  of  the  laborer  }»itted  against  the  resources  of  the 
( uployer.  It  is  only  when  labor  harijains  collectively  that  its  liargaining 
1 over  approximates  equality  with  that  of  capital''  ([>.  IIG). 

[From  Organized  Labor,  by  Jolin  Miichell.] 

“In  iis  fundamental  princiide  tra<le  unionism  is  i*lain  and  clear  and  simido. 
1 rade  unionism  starts  from  the  recognition  of  the  fa<*t  that  under  normal  con- 
ditions the  individual,  umirganized  workman  can  not  bargain  advantageously 

V itli  tlie  employer  for  the  sale  his  lah(u*.  Since  the  workingman  has  no 

I mney  in  n^seio  e and  imisr  sell  Ids  laluu*  immediately;  since,  moreioer,  lie  has 
i o kiKovIedge  of  tin*  market  and  no  skill  in  bargaining:  since,  tinally.  he  lias  only 
I is  own  labor  to  stdl.  while  the  employer  engages  hundivds  of  thousands  of 
i len  and  can  easily  do  without  tin*  services  of  any  particular  individual,  the 
\ orkingman.  if  liargaining  on  his  own  account  and  for  liimself  alone,  is  at  an 
e lormons  disadvantage.  * * * qqn.  Mndividnal  liargain  ' oi*  individual  <-on- 

t 'art  iKdwet'ii  employers  and  men  mtauis  that  the  ( ondition  of  The  worst  and 
I iwest  man  in  the  industry  will  he  that  which  the  best  man  must  ac(*ept  " 
i[K  :h. 

“To  timi  a substitute  for  the  individual  bargain,  which  destroys  the  welfare 
juid  hai>i)iness  of  the  whole  working  class,  trade  unions  were  founded,  t.  ^ 

1 iie  fundamental  reason  for  th(‘  existence  of  the  trade  union  is  that  hy  it  and 
f u'oiigh  it  workmen  are  enalded  to  deal  collectively  with  their  emiiloyers'* 
<P.  4). 


BOARD  OF  ADJUr^TMENT  AXD  BOARD  OF  APPEALS. 


45 


[From  I’rinpiples  of  Kcoiioinii'S,  by  A.  Marshall,  rol.  1,  oth  od.] 

over  its  .mniui.uiH  for  llie  tune  f ‘‘  super^^e.ied.  no 

], loved.  Leiiviii!-'  out  o ‘ J interest  of  einidoyers.  wliieli 

whic-l.  they  ahnndon  the  spenat 

enoutth  in  an  ma^^ssities  as  to  the 

limits  to  wages  and  uplK  I limit,  a . wlmr  ooint  between  these  two 

supply  of  capital  and  hns.ness  po^^e,.  ^ Ptr^din^^  and 

lin'its  should  he  taken  t.l  V^Jd  ethics. 



the  trade"  (p.  027). 

[From  Trade  Fnionisra  in  the  l.’niletl  States,  by  F.  R.  Iloxie.] 

‘•Tlie  tendeiicv  is  for  waires  and  conditions  t..  sink  to  the  level 

Tills  can  he  done  onlv  hv  the  e.stahlishinent  and  maintenance  of 
oi„hls:'th;  principle  of  ujnfmanity  in  r^m  liven' in^ 

lliroutrli  collective  har.ealnin!:.  and  this  is  its  piuuipal  ftm 

[From  Udwtr  Problems,  by  Adams  and  Sumner.  1 


“ V la.rtion  of  the  product  of  industry  may  ;m  ‘“^ther  to  the 

- anmn^Tr^petSirS 

' ;in,l  ■ ••  .■«„  ever  .lle«ulee  or  eU,„i,e„e  ,l„s  „m„e  l,«te 

'2=^~3s..;rtSLt  SS- if  S~?“i 

";;iSer?r„:^r;.,i^  


IKrom  Sball  Free  roUe<.nve  HarpdnP^^lv  M^ntm  by  Fa.l  H.  Mote.  Am.  Ae.  of  Pol, 

;;ivause"of  D/ifpoD.ro7\uffertni  harpunintt  has  become  an 

ostaldished  fact  in  many  is  oom-erned  as  a factor  for 

for  ivca-eation,  it  stands  paramount  in  the  held  of  industry  (p.  )• 
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[From  Industrial  Democracy,  by  Sidney  and  Bejitrice  Webb.] 

“ \\>  thus  sw  that  it  is  not  only  economically  permissible,  hut  in  the  view  of 
uir  best  authorities  ne<;essary  for  self-pr<»tectiou,  that  tfie  workmen  sliouhl 
lot  simply  a<‘Quiesce  in  wliatever  conditions  the  employer  may  propose,  but 
hat  thev’shouhl  take  tlelilierate  steps  to  protect  tlieinselves  Ity  * hig?,ding  and 
uirgaini’ng;  if  they  are  not  to  sulTer  lower  wages  and  worse  Cfmditions  of  em- 
iloyment  than  there  is  any  economic  necessity  for.  * * * work- 

uen  ask  how  thev  can  strengthen  themselves  in  this  higgling  and  bai gaming, 
low  tliey  are  most  effectually  to  pursue  their  own  interest,  the  answer  of 
ihstract  economics  is  combination”  (p.  649). 

"Finally,  whilst  the  bulwark  of  a slandard  of  life  is  always  yielding  under 
he  pressiire  of  severe  competition,  it  does  not  get  systematically  built  ui) 
igaiii  in  seasons  when  the  pressui’e  is  lightened.  To  the  capitalist  the  scanty 
H’ortts  of  lean  years  are  made  up  by  largely  swollen  gains  in  the  alternating 
periods  of  commercial  prosperity.  But  a wage  determined  only  by  an  instinc- 
ive  standard  of  life  does  not  rise  merely  i>ecause  the  employers  are  temporarily 
uaking  larger  protits.  The  ‘ hahits  and  <*ustoms’  of  a people — their  idea  of 
vvhat  Ts  ncessary  for  comfort  and  social  decency— may  in  the  slow  course  ot 
.venerations  of  prosperity  s hmtly  and  imperceptibly  chanp  for  the  better, 
uit  they  are  unaffected  by  the  switt  and  spasimxlic  tliictuations  wliicli  chaiac- 
erize  modern  industry.  Thus  in  the  years  of  good  trade,  when  no  comi>etent 
man  need  remain  long  unemploye<l,  thougli  the  imshing  workman  may,  without 
:i  tra<le  union,  temporarily  exaet  better  terms,  the  class  as  a whole  is  apt  to 
.ret  only  regular  einploynient  as  its  accustomed  liAelihood.  In  the  absence  of 
mutual  consultation  and  concerted  action,  individuals  may  aspire  to  a higher 
<tandar<i,  hut  there  <?an  he  no  simultaneous  and  identical  rise  and  thus  no 
'onsensus  of  feeling  is  brought  to  the  aid  of  indi\idual  haigaining  of  the 

weaker  men.  ^ ^ , 

"Tra<le  unionism,  to  put  it  briefly,  remedies  all  these  defects  or  a merely 

instinctive  standard  of  life.  By  interpreting  the  standanl  into  precise  and 
uniform  conditions  of  employment  it  gives  every  member  of  the  combination  a 
(letinite  and  identical  minimum  to  stand  out  foi\  andean  exact  measure  liy 
w!ii('h  to  test  any  new’  proposition  of  the  employer ( p.  TtX)). 

method  of  collective  bargaining  brings  a new  kind  of  sup- 
[lort.  When  the  terms  of  the  contract  are  settled,  not  separately  by  the  indi- 
vidual workmen  concerned  but  Jointly  by  appointed  agents  on  their  behalf,  an 
additional  barrier  is  interposed  between  the  pressure  acting  through  the  em- 
ployer and  the  appridiensions  and  ignoran<*e  of  his  wage  earners.  The  con- 
clusion of  collective  agreements  not  only  excludes,  as  we  have  explained,  the 
intliience  of  the  exigencies  of  particular  w’orkmen.  particular  firms,  or  particulai 
districts,  but  it  also  gives  the  combined  manual  w’orkers  the  invariable  assist- 
ance of  a professional  expert  who,  in  knowledge  of  trade  and  trade  capacity 
for  bargaining,  may  be  even  superior  to  the  employer  himself.  The  method 
of  cidlective  bargaining  has  the  further  advantage  over  reliance  on  a merely 
instinctive  standard  of  life  that  the  terms  can  be  quickly  raised  so  us  to  take 
advantage  of  any  time  of  raising  of  profits,  and  indefiniMy  adjusted  so  as  to 
meet  the  requirements  of  an  everchanging  industry”  (p.  701). 

[From  W’ages,  by  Francis  A.  Walker.] 

* * * “ In  a state  of  imperfect  competition,  the  employer  is  not  the 

laborers  guardian  or  the  trustee  of  his  earnings.  * * * The  reasoning  to 

the  t'ontrary,  on  the  assumption  of  a vital  harmony  of  interests.  (*an  not  lail 
to  remind  one  of  the  economical  plea,  with  which  it  is  Joint  by  Joint  identical, 
onoe  so  widely  urjied,  that  the  owner's  interest  wonld  abundantly  iiroteet  the 
slave  aj;ainst  pliysieal  al)use  and  privation.  * * * after  all.  there  oi'l.'" 

one  way  in  which  the  riRlits  of  any  body  of  men  can  he  secured,  and  that  is  by 

heins  placed  in  their  own  keepiiift  ” (pp.  241-2). 

“ But  tliiit  jiortion  of  Ins  treatise  on  wliieh  I should  he  disposed  most  stron.irly 
to  insist,  as  of  extended  eonseiiiienee  in  tlie  iihilosonhy  ot  wa.ues,  is  the  doc- 
trine that  if  tlie  wajte  laborer  does  not  imrsue  his  interest  he  loses  his  interest 
in  opposition  to  tlie  view  so  ,i;enerally  maiiituiiied  by  economisis,  that  it  the 
vva^e  laborer  does  not  seek  his  Interest  ids  interest  will  seek  him;  that  eco- 
nomical forces  are  coiitimially  operating  to  reiieve  and  repair  tlie  in.piries 
of  labor;  ami,  speeitically,  that  all  sums  taken  in  excessive  protits.  or  for  the 
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oxc*-ssive  rciiumcvation  of  capital.  whiUhcr  tlimugh  comhinaiinns  of  cmplo>crs 
or  capitalists  or  through  the  ilisal.uliiy  of  the  working  class,  are  sui*e  to  he 
rc?^tored  to  wages”  (p.  411). 

[From  Outlines  of  Economics,  by  Ely.] 


i.  ^1 


‘•The  question  is  tUfen  asked  wliy  hihor  organizations  ai*e  mH*es>ary.  in  vbwv 
of  tlie  fact  that  wages  are  fixed,  at  least  within  hi’i)ad  limits,  by  tleep-lyiiig 
economic  and  social  forces  which  the  labor  oi*ganizati«ms  <au  not  enectividy 

“The  answer  is  in  part  that  economic  laws  work  themselves  our  through 
men  and  through  organizations — they  are  not  self-enbuving. 

" Even  if  w'e  grant  tlmt  labor  is  in  essi*nlials  a coininodity  whose  puce  i> 
fixed  hv  demand  and  supply,  there  is  still  a reason  lor  the  labor  organization. 
The  supply  of  labor  is  largely  controlled,  in  the  long  run.  as  Wi‘  have  seen,  by 
the  standard  of  life.  If  a great  horde  <»f  nnorganize^l  and  unsympathetic 
wa‘H'  earners  are  continually  bidding  against  one  another  in  the  labor  marker, 
eacdi  individual  endeavoring  to  get  a little  more  work  l>y  offering  to  take  a little 
less  i»av.  the  standard  of  living  wall  be  subtly  undermined— ■ niblded  away, 
ns  a weli-kixovn  writer  has  expressed  it.  The  labor  organization,  by  repressing 
the  vicious  activity  of  this  competition,  by  compelling  its  members  to  (*fter 
the  same  terms  and  abide  by  common  or  standard  rules,  bulwarks  the  standanl 
of  life  and  gives  it  increas^nl  precision,  increased  ]M4wer.  and  durahilit> 

(p.  445). 


Appendix  B. 

UEPUKS  OF  AMKKH'AN  ECONOMISTS  TO  QFKSTION N A1  UK  ON  WAtlES,  PnoDl'CTlON.  AND 

( 'OLEKl  'T I VK  H AKG A1 N 1 N C. 

In  an  effort  to  elicit  tlie  present  opinitm  of  The  foremost  American  economic 
authorities  on  the  mmeral  snh.1o<-t  of  tlie  relation  between  wastes  am  production 
on  tlie  one  hand  and  colleetive  liarpiinin!;  on  the  otlier.  tlie  Lalioi  Huieau  .sent 
a neiistlomiaire  to  a li.st  of  40  leading  economists  in  the  countrj. 
answers  have  so  far  lieen  received,  and  the  tabulated  results,  to^etlier  with  tlie 

original  aiisw’ers,  follow*.  i • x-  i v 

It  was  understood  that  tlie  questions,  since  they  were  necessarily  hnet  and  ot 

a ueneral  nature,  were  open  to  a number  of  varying:  interpretations  in  Oetail, 
and  that  the  answers  to  them  would  be  in  many  cases  expressions  of  opinion 
rather  tlian  of  scientiticully  ascertained  fact.  Nevertheless,  the  result  furnishes 
a sijiniticant  and  authoritative  support  of  a number  of  our  contentions. 

The  (lucstioiis  were  as  follows:  _ . ^ ..i,  ^ 

1.  (//)  Do  real  wages  increase  as  the  physk-al  proiluctum  or  income  of  the 

Nation  increasesV 

1.  {h)  Should  they  so  increase?  _ 

1.  (c)  Would  it  he  desirable  to  establish  a definite  relalnui  between  wa^i> 

'2  \a)  Would  the  operation  of  deiiuiml  and  supply  in  an  open  hilM»r  uiarket 
lie  sullicient,  under  modern  conditions,  to  secure  to  the  wagew’orker  his  lull 

share  of  the  product?  ^ . 4.^  n i ..  #• 

•>  (b)  (’an  the  wageworker  l>e  more  ciM-tain  of  stvunng  Their  tull  sliau  of 

th^ product  iw  the  use  of  collective  har^miniiiK  rhaii  with.mt  it? 

Tln-e  (inesrioiis  were  framed  in  view  of  the  fact  that  many  authorities  ho  d 
Jo  llie  production  tlieury  of  waws.  It  was  lielieved  that  the  answers  would 
show  a pieiiouderance  of  oiiinion  to  the  eftect  that  there  is  a teiidencj  loi 
warms  to  increase  as  lu-oductioii  increases,  tliat  this  tendency  is  sound 
economically  and  is  to  he  approved,  and  that  if  it  fails  to  operate  ti.r  aiiv 
reason  measures  lo  remler  its  operation  more  eertaiii  are  to  lie  mdoiMd. 
SiHH-iticallv.  tlie  (luestioimaire  souirlit  to  Inim;  out  tlie  opinion  tliat  waire  earners 
iVd  m't'  reeeive  their  " full  .Miiipetitive  .share  " of  the  produet  withont  collec- 
tive liarptiiiintr.  under  modern  industrial  eoiiditions.  wliere  comhmations  ot 
capital  and  cmiJoycrs  limit  comptUiTioii. 

ANALYSIS  OF  ilKPLIKS. 

1 (a)  1)0  real  n-atjea  increase  as  the  i)husical  prvluction  or  income  of  the 

Xaiion  increases f-v\fxeen  e<-onomists  were  of  the  opinion  that  real  wanes  do 
sliuw  a tendeney  to  increase  as  production  increases,  althoturh  they  were  not 
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iinaiuiiious  that  the  increase  actually  and  invariably  takes  place.  Four  were 
doubtful.  None  answered  with  a direct  uejrative. 

1.  (/v)  should  they  so  hicreusef — It  is  sifiiiiticant  that  the  18  who  answered 
this  question  were  unanimous  in  the  aflirmative.  A few  of  the  producti<>n 
theorists  qualified  their  answer  by  the  proviso  that  the  increase  should  arise 
from  the  increased  elticiency  of  labor.  On  the  other  hand,  a few  others  favored 
an  increase  in  real  wajres  whether  production  increases  or  not.  The  answer  to 
this  question  gives  authoritative  support  to  the  general  principle  elaborated  in 
our  rei»orf. 

1 (c).  Would  it  be  desirable  to  establish  a definite  relation  between  wages  and 
product  ion  f — This  question,  without  precise  detin  itioii  of  the  proposed  means 
to  lie  employed,  was  open  to  numerous  interpretations,  and  the  uncertainty  is 
rellected  in  the  answers.  Eight  replied  in  the  athrmative,  four  in  the  nega- 
tive. and  six  were  dtnibtful,  their  doubts  liaving  to  do  largely  not  with  the 
general  desirability  but  with  the  specific  possibility  of  establishing  a definite 
relation  between  wages  and  production. 

2 (a).  Would  the  operation  of  demand  and  supply  in  an  open  labor  market  be 
sufficient,  under  modern  conditions,  to  secure  to  the  icayeworker  his  full  share 
of  the  produetf — Tliis  (iiiestion  was  intended  to  bring  out  tiie  fact  that  “eco- 
nomic laws”  would  not  operate  automatically  to  give  workers  their  fair  share 
of  tlie  product  under  conditions  where  full  competition  between  emploj’ers 
does  not  prevail.  If  one  answered  (luestion  ll  (^>)  by  “yes,”  he  would 


logically  answer  this  one  bv 


“ no.” 


Uiifortunately,  a few  of  the  economists 


seemed  to  misunderstand  the  iiuestion.  and  in  one  or  two  (*ases  where  this 
was  obvious  we  liave  counted  the  answer  as  “no”  rather  tiian  “yes.”  Four 
answeriMl  in  tlie  ahirm.ative : 14  felt  that  workers  can  not,  under  modern  con- 
ditions, secure  their  full  competitive  share  of  the  pniduct  without  collective 
bargaining;  and  one  was  doubtful. 

2 ib).  ('an  the  irayeivorkcrs  be  more  certain  of  secMring  their  full  share 
of  the  product  by  the  use  of  eoUeetirc  haryaini}iy  than  without  it? — On  the 
value  of  collective  luirgaining  the  economists  were  almost  unanimous,  19  an- 
swering in  the  allirmative  and  only  1 in  the  negative.  This  bears  out  our 
report  in  two  main  points,  as  follows; 

(1)  In  our  contention  tliat  the  share  of  the  product  which  has  iu  the  past 
been  received  by  labor  reiu’esents  a minimum,  not  being  in  many  cases  tlie 
result  of  (*<41ective  bargaining. 

i2)  In  our  contention  that  Federal  employees,  not  being  able  to  exercise 
colIectiv<‘  e<*(nu>nnc  pressurt*.  shf)uld  not  be  forced  to  depend  on  chance  rates  in 
neighboring  plants  but  should  l)e  remunerated  on  a more  scientific  principle. 

The  various  answers  follow  in  detail. 

I*rof.  T.  S.  Adams  (Vale  College.  New  Haven.  Conn.)  : 

1 (at.  “This  <]iiestion  is  too  general.  They  might  and  have  at  different 
periods  increased  more  or  less  rapidly  than  )>hysical  production.  And  do  you 
mean  per  capita  in’oduction.  and  what  account  is  to  he  taken  of  increased 
caia'tal  and  capital  efinqunentV  The  question  is  too  general.” 

(/>).“Tt  is  desiraide  that  real  wages  should  increase  whetiier  pliysical 
production  incrtaises  or  not.  Fer  contra  a given  increase  in  a particular  indus- 
try may  ho  so  clearly  due  to  inventi(»n  or  increased  capital  or  better  enterj)ris- 
ing  that  * \\ag(^s’  could  lay  no  claim  to  the  increase  as  ‘earne^l.’” 

(Cl,  “No.  Not  Tinlil  wages  and  the  ottier  fact(»rs  of  production  become 
frozen  into  fixed  relationshijis,  i.  e..  never.” 

2 (a).  “No:  not  with  labor  unorganized.” 

(h).  “Yes.” 

Prof.  E.  T>.  liogart  ( University  of  Illinois.  T’rbana.  111.)  : 

1 (a),  “Yes:  since  real  wages  are  tiie  distrilnirive  share  of  the  national 
income.  If  the  national  income  increases,  and  no  ciiange  occurs  in  methods  of 
distribution,  real  wages  increase  pari  passu.” 

(b) .  “Yes.’’ 

(c) .  “No.  In  a dynamic  society  it  might  happen  that  larger  rewards  would 
need  to  be  paid  to  one  or  anotlier  of  rite  other  facDa's  of  production  rather  than 
t»;  lab(n*  in  ui*d('r  to  stimulate  ]tr(K]nctinn.‘* 

2 (c)  “ Yes.  Tlie  answer  to  lids  dei>ends  upon  tla*  theory  wages  which  one 
holds,  hut  accort'nig  to  rhc'  marginal  jn’odnctivity  thom’y  wages  this  would 
he  true." 

1^1  “ It  seems  to  me  tliaf  the  liistory  of  labor  sliovs  that  more  can  be  secured 
for  labo!*  tbromrii  conef*tive  bar.gainbig  rlian  witlmut 
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I’rof.  T.  N.  Carver  (Harvard  University,  Caniiiridtre.  Mass.") 

1 ({/)  “Not  necessarily  for  any  special  chiss  of  bdtorers.  bor  all  lalioiers, 

receivers  of  salaries  as  well  as  of  wages ; yes.”  ^ 

(?/)  “Yes;  for  all  laborers,  not  necessarily  for  any  particular  class  or 

laborers.” 
iC)  “Yes.” 

•>  ( ^ “ Yes.” 

“(/)  “No;  tiioiitrli  some  of  tliem  inijiht,  for  a time,  ixex  more  than  their  actual 

pr<»duct.”  . 1 \ 

Prof.  .Tolm  Pates  Clark  (Columbia  University.  New  York)  : ^ n,, 

1 ( f/»  “ Yes;  unless  there  is  something  unusual  and  abnormal  in  the  distiimi- 
ti<m  of  The  general  income,  (ieneral  pliysical  pri>diictioii  of  an  entire  (*c<m<muc 
s<»c!ety  means  general  income.” 

(c)  •*  It  is  essential  That  wages  should  closely  correspond  to  the  part  ot  pro- 
duction attributable  to  labor.  See  my  * I fistriluition.  of  W(‘alth  and  also  Es- 

sentials  of  Economic  4 he(>ry.  ...  i . i • i 

ia\  “If  liy  'modern  conditions'  a state  is  iinlicated  in  \\bich  tlieit^  are 

nuTuerons  quasi  nu'iiojtolies.  worker's  siiare  in  distribution  would  imt  accurately 

('(UTespoml  to  his  coiitribiUi<m  to  production." 

(ht  “Yes." 

Prof.  .John  M,  Clark  (University  of  (diicagoi:  . 

1 (a)  “Y'es:  but  they  do  not  necessarily  increase  in  any  given  trade  as  tiic 

phvsical  output  in  that  trade  increases.  They  are  extrenudy  liktdy  to,  bm\e^e^. 
Punverselv.  tbev  can  not  increase  in  general,  to  any  considerable  extent,  with- 
out increase  in  itbysicul  outimt,  unless  s<mie  fairly  revolutionary  ehange  can 
hi*  made  l«v  which  rent  and  capital  income  would  be  absorbetl  without  material 
damage  to  pr<Mluclive  efficiency  or  to  the  adetiuacy  ol  tlie  tutiuv  suppl\  of 

eapital.  Not  inconceivable,  but  not  easy.”  , ^ . 4.  f • e 

lb)  “Yes;  if  possiltle.  especially  where  increased  output  due  to  efT(U‘ts  of 

labor.  Subject  is  complicated  by  desirability  of  making  minimum  wage  for 
iaiKtr  a fixed  charge  on  industry  even  if  Iab<»r  not  fully  employe<I.  thereby  stimu- 
lating emplovers  to  take  steps  toward  diminisiiing  irregularity  (»f  employment. 

( /' i "Not  any  simple  ironclad  ftuanula.  Hesirable  that,  in  long  run, 
abMirb  full  benefit  of  increased  etliciency  ; while,  in  short  run.  gain  should  be 
sliared  between  labor  and  employers  to  give  both  incentive  to  mciease  oiili.nt. 

L>  un  "If  'open  labor  market’  means  competithm  of  individual  laborers 

without  colie^-tive  bargaining,  empliatictdly  no." 

ib\  " Ye<."  . , 

Plot  .lolm  P.  (Vnnnions  ( University  of  \\  isconsiii.  Madison)  : 

1 ( c)  " Ye<  ; but  iu.  different  ainounts  according  to  pulling  power. 

"Pan  nor  bt‘  done  g<aieraily:  oniy  l.y  comparison  of  one  <*lass  of  laltor 

with  anotlu'V.” 

2 (0)  “No.’’ 

i ^ ^ es.  . 1 1 

Prof  Trn  P.  Pn»ss  (University  of  Ualifornm.  Berkeley)  ; 

1.  wn  “I'mi'r  know.  Tliey  may  or  thoy  may  m.r.  Impends  upon  whethor 

i.rifM's  are  liiLdi  or  l<-\v.  ami  also  oil  Ilio  level  of  wityms." 

tin  “Uerraiidy:  hut  (he  answer  does  nor  eonimit  mt'  to  any  sort  of  pio- 

dm  tivitv  theory  of  watres."  imi-, 

(ri  ••'No.  1 can  see  no  reason  why  any  attempt  should  ho  made  to  estahlish 

<nvh  a relation.  Even  fhontrh  estahlished.  there  would  he  trreat  dilhcnlty  in- 
vtdv.Hl  in  eonneetion  with  the  administration  of  tlm  sc'lieme.  Production  to  the 
.emplover  means  really  dollars  and  cents  prodnetiou.  not  units  ot  prodnet.  A 
small  nnif  iirodnction  per  man  miirht  mean  a lar;:e  value  proilnction  per  man. 

Value  of  in'oiluet  miirht  \ary  iriaaitly.  while  nnir  production  mijiht  remain  the 

• % 

" In  mv  estimation,  his  share  is  what  he  can  iret.  and  the  operation  of 
supply  ami  demand  jrets  him  what  he  can  iter.  If  he  can  limit  supply,  he  can 
get  a higher  wage.  Too  high  a wage  may  kill  the  iiidustiv. 

(^>1  “Pv  means  of  cidleitive  bargaining  they  can  get  more  than  they  can 
without.  That's  not  saving  that  tliey  can  fret  their  full  share.  M hat  is  tlieir 
full  shareV  Is  it  the  whole  prodnet  of  the  individual  latmrer  r How  is  that 
to  be  measured''  If  tliat  is  paid,  what  al'ont  creation  of  suri>lns  iunds  and 
<lepre<*iaTi<ui  fnnd^i.  etc.V 


L 
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*■  I tlior(m;i:hly  in  the  harpiininic  of  wajios.  It*  workers  *aro 

stronirer.  they  (*;m  iret  higher  wa^es;  it*  emiilo\er  is  stronger,  he  (un  heat  \vaj;es 
down.  la>wt*r  limit  is  hare  physical  suhsistenee ; hi.t;her  limit  is  full  jiroduel  ot! 
lal»or,  etc.  I expect  yo\i  are  fully  acquaiiitetl  \\ith  the  reasoning  oi'  the  bar- 
gaining tlu»ory.*' 

Drof.  K.  K.  l»ay  (Harvard  University,  ('anihridge.  Mass.)  : 

1.  (a)  Uategorica!  answer  hardly  i>ossihle  in  view  of  c<unplexity  oi'  lactors 
involved.  There  is  probably  none  the  less  a tendency  toward  such  increase.” 

( /; ) No  answer. 

(c)  "I  (juestion  the  wisdom  of  any  attenij)t  to  establish  a rigid  or  mechanical 
relationship  between  wages  and  prodiu'tion." 

2.  {a)  "No:  if  you  mean  by  the  wage\\a)rker's  ‘full  share  of  the  product' 
that  share  wlii(*h  would  go  to  him  under  conditions  of  ' free  and  eipial  compe- 
tition.' This  follows  from  the  fad  that  in  an  open  labor  market  the  wage 
earner  commonly  bargains  at  a disadvantage  with  the  employer." 


(h)  **Yes.'’ 

Drof.  ('arroll  M*.  Doten  t Harvard  University.  Cambridge.  Mass.)  : 

1.  in)  “Not  necessarily.  Increase  in  i>hysical  production  may  he  due  to 
more  laborei's,  more  capital,  and  more  land  being  u.sed,  and  the  share  going  to 
the  individual  laborer  may  not  increase  at  all." 

C>)  "Yes;  if  the  increased  i)roduct  is  dtie  to  the  increasetl  etliciency  of 
laborers." 

ie)  "Yes." 

2.  in)  "1  do  not  think  it  would." 


(/>)  “Yes." 

Drof.  Henry  \V.  Farnam  (Yale  (N)llege,  New  Haven.  Conn.)  : 

* * * It  does  not  seem  to  me  that  all  of  the  (luestions  can  l)e  answered 

in  the  form  in  which  they  are  put.  I shall  therefore  try  to  state  my  opinion 
on  the  suhjec-ts  involved  without  always  answering  the  question  in  the  form  in 
which  it  is  put.'’ 

1.  (u)  "I  believe  that  real  wages  do  increase  with  the  increase  of  physical 
production." 

(/))  "I  think  that  they  should  so  increase,  whether  tlie  word  Cshould’  is  to 
be  taken  as  implying  a inoral  <lesideratuin  or  an  economic  one." 

(c)  ‘“Would  it  be  desirable  to  establish  a dcliiiite  relation  between  wages 
and  production?’  I do  not  know  what  this  means.  If  it  apidies  to  the  indi- 
vidual plant.  I should  say  that  it  would  he  undesirable  and  impossible.  The 
wageworkers  would  not  like  to  feel  that  because  a certain  cori^oratioii  hap- 
])ened  to  make  large  earnings  in  a given  year  they  were  to  get  a certain  frac- 
ti(>n  of  the  total,  while  persons  working  t^pially  hanl  in  a similar  line  for  a 
corporation  which  had  not  yet  established  itself  or  which  was  going  through  a 
temporary  depression  would  get  nothing.  If.  on  the  other  hand,  you  mean  to 
establish  a relation  between  wages  as  a whole  and  production  as  a whole,  the 
idea  is  so  vague  as  r<>  he  meaningless,  in  my  opinion.  ^loreover,  it  would  in- 
volve. if  it  could  he  carried  out,  an  entirely  new  economic  calculus  to  the  wage- 
worker. Wages  are.  in  the  worker's  mind,  always  ex]»ressed  in  terms  of  sup- 
jHU’t;  tlie  thing  that  interests  tlie  worker  is  to  know  how  murh  he  <*an  count 
<ML  pm’  week  or  per  year  to  pay  for  his  family  expenses.  To  try  to  express 
wages  in  terms  of  total  ]U'oduction  would  have  no  meaning  for  him." 

2.  ia)  " My  answer  to  this  question  depends  ui)on  your  detiuition  of  * the  (►peu- 
lahor  market.’  If  you  mean  a market  which  U not  only  legally  free  but  in 
whifli  tin*  <lift'erent  parties  are  reasonably  on  a par  as  regards  intelHgeiu*e. 
knowledge,  and  ability  to  wait,  I should  answei*  that  demand  and  supply  in 
such  a market  will  se<*ure  the  worker  his  full  share  of  the  i)rodurt," 

( />)  Collective  Itargalning  seems  to  me  essential  to  the  establishment  of  a 
really  o})en-lal)or  market  and  therefore  involved  in  my  answer  to  (luestion 

2 uJ." 

Drof.  Irving  Fisher  (Yale  (’ollege,  New  Haven,  (’oiui.)  : 

1.  (a)  “ Y'es.” 

(/>)  "Yes." 

(c)  " If  you  mean  by  law,  I should  think  not." 

2.  (o)  " Yes;  approximately,  except  when  the  purchasing  power  of  the  dollar 
is  changing  repidly." 

(/>)  "\>s;  provided  collective  bargaining  doesn’t  entail  strikes  which  stop 
production.” 

Drof.  Edwin  W.  Kemmerer  (Princeton  University,  Princeton.  N,  J.)  : 

1.  (a)  " Not  necessarily.” 
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I In  “ if  liilxir  iiiainniins  or  iniprovos  its  oliioioiicy.  No;  i1  lulioi  l>ot 

less  eitioienV  iUHl  tlio  inmnised  pvoduolion  is  uttrii>utid>le  iiiiuii  to  iinino  m 

That  w<uild  he  iiuitossihle.  I)ecause  of  ihe  coutinualiy  changing  degu  t ^ | * 
lat, r r.ul  ^ to  total  i,ro<lurti,.n  and  t<.  pro.luot.ou  tu  d.tlo.ont 

times.  Desirable  in  case  of  individual  laborers. 

2.  {(i  ) " No." 

( b ) **  Y es  *’ 

m.l  »»  «U.  l.e  by  .n  y,,..- 

(HIS  coniitrios.” 

ih\  "Yes  Thev  should  aud  would. 

“Yes  The  inore  eliicient  lahm'er  should  receive  iiutre  than  the  I s.  " 

, „n,l  in  f -t  ll- ir  I,.-  1 think,  fm-  ,.n„.l,.v,.,s  t„ 

Innke  nsWw.fntk  with  tl.oir  «n,,l..y,.ns  ak.nf  .l.lk  line,  a* 

;>/)  "Ye^.:  piovi<led  that  the  unions  work  together  with  the  empl<oeis  to 

“'"r^i;'T'M?llli'’TSa  tnl.  .inthlns  m.luat,,-.  n.I.-aa..)  : 

t isa  n''  hl-3lim™lt  thins  t..  at.sw.T  anal,  „nestlnns  »»  y»n  an  inntt, , , 

me  without  writing  a volume.  A volume  1 shall  ^ uiiV^^eneral  wav." 

. . n T Un  is  Miiswer  the  (luestious  i!i  a rougii  *iim  ^,eu*  lai 

^'T“T^'i’--Yos-  itt  nSally  so'VoIe  increaso  in  phy^oal  --j;;! 

the' oxpandiiit;  of  Imsiness  or  an  increase  in  national  income.  me. 

( ‘/Y ‘M  »f  e.nn-se  I can  not.  inumdne  a decent  so.-ial  philos<.phy  wln.di  would 

them  if  the  wonl  ‘ detinj  e means  hxe.h  t 

sitShm  may  ,£Ulo;i.r;hic:h  it  .mnldj^  i.npossihle.  for  the  tin.e 
fn'r  labor  to  In.ld  the  fraction  it  tpe  product.- 

;s;L:;ti^n3'3::n''k«  w..h't:-:';in;-s^  win aa  „ w,.i 

with  otlieial  waste  l)oards  in  tlie  ™ }jri”u'''a;l,.ire  is  Imt  colleetive  l*ar- 

t„aaa-.a  a„y  

;3llr3.  naSa;3  ,„,asa..ns^  

-Of  the  i “ explanation  to  make  clear  my  i>osi- 

3;™;l,'!lHn;,nitl,'la'n',nU.,-  i.'  I'tmat.  1 n,;Tnv,w.  that  it  ia  thn  anawaw  nn.l..,-  h 
tliat  will  he  m(.r(>  iielpfnl  for  your  imrpose. 

i'"’;';  ,33;w  h‘3’  im3!S‘oV«'i3s'f.;w"^ 

"■  in-oian-  a.vatan.  of  ,, la,. ion.- 

1.  if  I “Yes." 

2.  (fl)  “No.” 

in  any  concrete  situation." 
ih)  "Yes.” 
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(c)  “This  would  he  highly  desirable,  provided  that  a fair  and  reasonable 
basic  wage  was  ^leterniined  upon  to  which  differentials  made  possible  by  inert  as- 

ing  production  should  be  added.”  , x. 

2.  (a)  “Assuming  that  ‘open  market’  means  a sort  of  market  that  would 

be  presented  if  the  workers  were  unorganized,  no  ” 
ib)  “Yes.” 

Prof.  E.  Ft.  A.  Seligman  (Columbia  University,  New  York)  : 

1.  (a)  “Yes.” 

(?>)  “Yes.” 

(c)  “Yes,” 

2.  (a)  “ Not  always.” 

( b ) “ Yes,” 

Prof.  F.  W.  Taussig  (Harvard  University,  Cambridge,  Ma.ss.)  : 

1.  {a)  “ Not  necessarily.  They  usually  have  done  so,  in  modern  times,  as  the 

per  capita  output  has  increased.” 

(b)  “ It  is  desirable  they  should.” 

(c)  “I  do  not  see  how  it  can  be  done.” 

2.  ia)  ♦ ‘full.’  This  is  a question-begging  term.  hat  is  his  ruH 

share?  What  is  meant?  ” ^ 

^ ‘full.’  They  can  procure,  in  most  case*s,  a somewhat  larger 

share:  how  much  larger,  impossible  to  say  with  any  detiniteness.” 

Prof.  A.  A.  Young  (Harvard  University,  Cambridge,  Mass.)  : 

1,  (a)  “Yes;  if  the  question  refers  to  per  capita  production  or  income  and 
to  per  capita  or  ‘ average  ’ real  wages.  If  the  question  refers  to  aggregate  real 
wages  and  aggregate  production,  there  is  no  clearly  indicated  relation.” 

(b)  “Yes.” 

(c)  “Desirable,  but  probably  impracticable  except  through  the  bargaining 

process.” 

2.  (a)  “No.” 

(b)  “Yes.” 


Appendix  C. 

rRei>riiite<l  from  the  American  Economic  Review,  Vol.  XI.  No.  1,  March,  1021  ; published 

by  the  American  Economic  Association.] 

An  Index  Numrer  of  Prodi'Ction.^ 

[By  Walter  W.  Stewart,  Amherst  College.] 

The  fluctuations  in  the  physical  volume  of  production  uuist  be  measured 
before  they  can  he  interpreted  or  controlled.  The  nature  and  causes  of  the 
increase  in  population,  the  relative  significam  e of  the  various  sources  from 
which  products  are  drawn,  the  extent  of  the  waste  involved  in  the  decrease 
of  output  during  periods  of  industrial  depression  are  matters  to  be  deteriiiine<l 
quantitatively.  These  changes  are  the  outcome  of  influences  so  diverse  that, 
in  order  to  explain  them  casually,  the  date  ami  the  degree  of  the  fluctuations 
must  he  specifled.  To  make  tliese  measurements  is  the  purpose  of  an  index 
number  of  production. 

The  need  for  such  measurements  is  so  evident  and  the  use  of  index  numbers 
of  prices  so  common  that  the  question  arises  wiiy  index  numbers  of  production 
were  not  made  long  ago.  One  explanation  lies  in  the  kind  of  limits  imposed 
upon  inquiries  by  the  traditions  of  economic  theory,  limits  whieh  left  the  study 
of  proiluction  in' terms  of  pliysical  units  outsi<le  the  pale.  When  the  economist 
reganied  production  as  a technological  process  it  became  to  him  a mass  of 
bewildering  details.  Technology  seemed  to  comprise  lields  of  specialized  knowl- 
edge either  beyoml  the  comprehension  of  an  economist  or  at  least  beyond  the 
reach  of  liis  theoretical  formulations.  The  variety  and  uiifainiliarity  of  the 
units  of  measurement,  the  rate  of  change  in  methods  of  production,  the  scale 
and  complexity  of  industrial  operations  discouraged  any  seart*h  for  generaliza- 
tions. Such  a held,  he  conclinled,  might  better  be  left  to  tlie  specialists,  to  the 
tecimicians  of  industry.  So  far  as  economic  theory  was  concerned,  therefore, 
the  cause  and  coii.se<iuences  of  the  growth  of  technology  remained  the  great 
uidcnown,  and  conclusions  from  deductive  ar.miments  were  protected  by  the 


1 A Daper  read  at  the  thirty-third  annual  meeting  of  the  Ameriean  Ecnnomio  Asj^ocua- 
tion  held  at  Atlantic  City  December  28,  1020.  In  The  colled  ion  «>f  the  .statLlics  and  m 
the  computation  of  the  index  numl>ers  the  writer  has  had  the  assistaiKe  ot  ^*Iss  i aroline 
Emer.son  and  Miss  Stella  Stewart. 
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- as.un.in,  the  ft=ue  ;.f  tl>e  inJu.O 
meunti.ne,  tl.e  pruhlein  .hinkinsr. 

fered  fnini  the  taidts  chaiac  tei  ' | ^ ‘ aualvsis  of  tlie  i)r<iilu<-ri<>u 

A furtlier  reason  'Ah>  Die  ti  in  i ■ ,..,„nnoii  with  ttie  business  com- 

lum-ess  in  terms  ot  idiysical  udv  stated  and  handle.i  in 

munity,  he  i.elieved  .,1  Th,;  ..onununity  on  liavinji'  a eonunoii 

pecuniary  terms  alone.  V-  7 . rtnnl-in  --  Like  the  a<-eonntant.  he 

denominator  (d  money  in  A'*.  ' .-ents  iiitd  hi  the  ahseiice  of  any  speeilio 

took  inventories  m terms  ot  j ^ ' ’V  and  of  equipment,  he 

knowledite  about  the  chaupes  in  ' i„.)ney  values  ami  the 

ordinarily  assumed  a eoin.  idiin  e , in.-miie  and  of  national 

underlyiii}:  industrial  ’ ,„eanin?.  hut  to  fuml  these  items 

wealth  in  money  terms  ma>  he  a < obliterate  distinctions  which  must 

and  measure  them  in  money  " ^ ql^nfSe:  industrial  processes.  No 

he  presc-nhed  If  we  nie  ‘ ,jj^t'ulnes.s  of  this  pecuniary  accoimtuncy 

question  need  lie  Pe  no  question  about  the  need  for 

for  business  purposes:  l!ke\Mse  rneie  au  i 

an  industrial  aceouiitancy  for  unlustria  ,.,,ntined  to  recording  the 

A *,-.«««  ..f  ; “ from  great 

activities  ot  a single  plant , it  m . ^,„.o,onists  we  are  interested  not  merely 
^u-oups  of  industries  f also  with  the  effective- 
in  the  management  of  single  ’ j .^n,i  groups  of  Industries.  Fields, 

ness  of  the  correlation  iieti^een  ‘ ^„\qer  a coordinated  plan, 

trial  system  in  its  parts  and  as  a " y*’ ^ . niimliers  of  prices  indicates 

Experience  in  the  construction  ' p S in  m Ivel  of  pr..diiction.’ 

the  methods  to  he  need  in  vit  d ffici  lties  similar  to 

I„  maUh,.--  a 'V  I-  .ilri.n.l.ta  o(  tl.e 

thoeeiilrt  ia  .mse  aa,l  tlie  ..n.hlem  ot 

commoditn‘-^  to  ;•(*  inciumo.  liave  its  pro]>or- 

weighting  ll.e  »-le<-twl  '“"'"h  7'  * “ ' lj,„  explanatl.m  of  how  these  proli- 

W eoastraellon  ot  the  present  Inhex  mnnher  of  prodne- 

tioii.  we  may  now  turn.  Jifferent  series  of  com- 

modities.  f tlie  remainder  the  information  is  available 

in  \“e  P.liowln-  lahle  shows  .he  nnn.her  ot  oommodl.ies  ,n  each 

of  the  groups  and  subgroiins : 

All  commodities 

39 

JO 

- o 

Transportation -----  _ , — . 


^The  work  of  the  inde.x‘Tj’^.rR-es  an  indox 

making  a choice  of  methods  of  *f  Weslev  C Mitchell,  measuring  the  tluctua- 

wL  constructs!  under  the  period  101 R to  1018..  tllistory  of 

tions  in  the  i>hysical  volume  I \Y*ir  Industries  Board  Price  Bulletin.  No.  1-  DP- 
Prices  During  the  l\ar.  of*the  division  of  statistics  and  i>nnluction.  made 

.j4_40.)  Also.  Mr.  Molman.  T^roduction  could  l)e  handled  statisticaU\ . 

it  evident  during  the  war  that  the  c•‘lme^l  new  recognition  of  tlie  desirability  of 

Out  of  the  war  exiHU-ience,  in  fact,  theie  came  p,^ninnd  E Dav  working  from  much 

study; 

v.iv«.s,„ 

■Tt’i...  of ™,n„.di,i..  «r™.wed  1.,- 

pre.-^ented  on  pp.  (ii-Oh.  The  , issued  hv  the  vnrions  hureaus  of  The  thqiart- 

lications.  Among  thes^e  were  thi  Im  Buie-.m  of  the  Census,  the  l.ureiui  of 

of  Trade,  and  the  New  Orleans  Boaid  of  iraie. 
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Nfarerials. 


Mim^s 

Forest;^ 

Fisheries 


Mamifartuivs 


From  farm  products 22 

From  mineral  ju'oducts 28 

From  forestry  products 4 

From  tishery  pnulucts 1 

Of  the  oO  dilTereiit  series  under  manufacture,  14  are  not  manufactured 
products,  hut  are  estimates  of  the  amount  of  ceriain  materials  used  in  manu- 
facture. In  the  absence  of  information  almut  the  production  of  cotton  cloth, 
Hu-  example,  the  rt^ures  showing  iiow  much  cotton  was  use<l  in  manufacture  in 
a iriven  year  were  taken  as  indicatinjj:  the  production  of  cott(ui  textiles  in  tliat 
year.  In  otiier  series,  imports  of  certain  materials  were  taken  as  indicntiiii; 
the  production  of  tlie  comnuKlities  into  which  tltey  enter^Hl.  4'his  metimd 
of  estimate  was  not  used  where  there  was  reason  to  bidieve  tluit  the  accumula- 
ti<ui  of  stocks  from  one  year  to  tlie  next  was  an  important  factor. 

The  production  statistics  of  certain  commodities  were  excludeil  from  the 
index.  The  ti^ures  for  the  production  of  distilled  and  fermented  liquors,  for 
example,  were  not  used  because  they  are  for  fiscal  years  wliile  the  other  data 
are  for  calendar  years.  The  <lecision  aptinst  these  series  was  made  only  after 
fair  trial,  and  when  it  be<*ame  evident  that  production  ti^ures  for  the  year  end- 
ing; June  80  could  not  be  used  as  equivalent  to  the  production  for  the  year 
endinji  December  81.  if  tlie  purpose  were  to  make  year  to  year  comparisons. 

The  fijrures  for  the  production  of  freijrht  cars,  passenger  cars,  and  locomo- 
tives, which  are  available  for  the  entire  period  from  1890  to  1919,  were  also 
excluded  hecause  duriiijr  that  period  the  type  of  car  and  <»f  locomotive  under- 
went change.  Thoii^jh  to-day  they  pass  by  the  same  names  they  are  in 

reality  quite  different  products.  The  locomotive  increaseil  fnun  the  av(‘ra;:e 
wei^rlit  of  approximately  40  tons  to  89.5  tons.  The  averajre  capacity  of  freijrht 
ears  almost  doubled.  Numbers  of  frei^dit  cars  and  of  locomotives,  therefore, 
are  not  satisfa<*tory  statistical  units  to  use  in  a measurement  of  chan.Lms  in  jiro- 
diicti<»n  over  lonjx  periods.  It  is  hojie'l  latei*.  how(‘vei*.  to  make  use  of  these 
li;nii*es  in  a study  of  the  cliaiijics  from  year  to  year  in  the  output  of  equipment. 

In  some  instances  the  series  included  are  the  result  of  estimates.  In  the 
live-stock  industry,  for  example,  a lar^re  numlier  of  estimates  were  necessary 
and  the  results  are  only  jiartially  satisfactory.  Fnun  1907  to  1919  tlie  ti.mires 
for  meat  production  are  based  upon  the  iiumhcr  of  animals  inspected  for 
slamxhter.  and  n furtleu'  estimate  for  the  slau.uhtcr  wliich  did  not  come  under 
Fe<Ienil  inspeid i(m.  Drior  to  1!M)T  the  ti^^un's  for  inspected  slauixhter  can  not 
I>e  useil  as  indientin;::  meat  pnxludion.  For  the  earlier  years,  tlirrefore.  the 
estimates  are  l)ased  on  the  differences  htUweon  re<  eipt  and  sliiimients  of  cattle. 
h<»^^s.  and  sheep  in  the  15  pilm-ipal  markets.  These  markets  include  the  ^u*eat 
packina^  centers.  A comparison  ot  receii»ts  minu:'  shi}unents  u'ith  the  timiies 
of  inspected  slanuhrei*  tlu*  period  wluai  tlu^  latter  nro  trustworthy,  shows 

Tliat  tlmuirh  tlu^  dec:ree  of  Muctiiation  is  not  the  siiiiie,  yet  they  airree  in  tlie  di- 
rection of  chiin.ire.  In  tlu*  absence  of  anytliiiiL^  better,  therefore,  the  differences 
lu'tween  reivipts  and  shipments  were  used  as  iiidii^atinir  the  ^renera!  tnmd  of 
meat  itrodiictioii. 

Another  industry  whii'h  reipiired  calculation,  hut  not  estimates,  was  trans- 
portation. Here  it  was  necessary  to  convert  lij:uros  for  ton-miles  and  iiassen.uer- 
miles  from  fiscal  yt‘urs  to  calendar  years.  The  method  of  (*oiiversion  coiisi.sted, 
first,  in  prorating"  the  llscal  year  total  of  ton-miles  amoim^  the  months,  the 
basis  of  file  distribution  beiiijr  the  percentajxe  of  the  annual  freight  revenue 
received  each  month;  se<‘ond,  in  adding  up  the  ton-miles  by  calendar  years. 
The  same  method  was  used  to  convert  tis(*al-ye5ir  totals  for  paseu?:er-inih‘s  into 
('aleiidnr-year  totals.  This  was  done  for  each  year  from  1907  to  1910.  wlien 
the  Interstate  Commerce  Commission  hesi^n  puhlishinff  the  tijrures  l>y  calendar 

< From  1011  to  1018  the  figures  used  are  those  furnislie<l  hy  the  Food  Adniinmlration, 
which  make  allowance  for  the  seastmal  fluctuation  in  the  weight  of  ..  7'^ 

“ Production  of  meat  in  the  United  States  and  its  distribution  during  the  \^ar,  i j 
Stephen  Chase,  Food  Administration,  1919. 
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facial  «e,.  of  ^ 

,.roi.ortioi>ati‘  to  its  iitiportaiioo.  l-i  ,,  series  of  so- 

il!S;£ 

CiUi  he  found.  cn.,-,ih.d  viw  miitefials  iirodueed  at  farms. 

stifueut  materials  in  the  base  ’’^sol  f.u  hUatiee.  eoke  is  iu- 

ticular  sta.ire  ol  manula<ttne  m • < • of  the  eoal  used  in 

Hu.led  ot.ly  at  the  dilTereiice  hettuvu  Vhich  it  ex<-eeds  the 

its  manufaeture,  jiiid  struetuial  s e ’ • ^ y.|U,e  of  tiie  setiuence  its  ji  wlmle 

steel  iUKot  from  which  it  wtis  rnllod.  Ihus  the  ' ^ ^ , • .j 

is  .iistdhuted  amou.  Us  various 

siimle  series  it  <-ar'^::  1';  f„,.  in  tlie  i.roduets  manufaetured  from  wool, 

used  m maiiutaetuie.  is  weiMiteu  tot  .lu  j '.„,,..,.,,.r.,tiun  it  wtis  necessary  to 

1„  IM-a.  [I,e  "tf  f aa.l  to  .llvl.lo  It 

estimate  the  ‘•value  ad.led  h>  ,vas  estimated  l.y 

iietweeu  frei.trlU  and  iiasseii;rei  .t,,.  ,.osr  of  materiids,  ineludiim'  sin 

suhtractin^f  from  the  opera  ,mz  veteuues  in  Various  methods 

ull(iwaiu-e  f(u-  (lepreeiatuai  diaitreahU  o tlie  weights,  tmt  tlm 

of  estimate  have  'l<a-ossiu-tly  ,„„„,.„uty 

nh.iectiv**  1ms  remained  th(  s*  ,,ldcd'to  the  values  assigned  other  commodities 

;;;  r, i..  o-,-  

of  .0.. 

ouceexerciset  lrN  V-  ‘ ^ „ercentat:es  showimr  tlu>  distrihiiuou  amomi 

units  multiplied  liy  wemditsi  for  tlu'  >e.u  1014. 


All  commodities 

;’l 



Traiisiiortaf  ion 

51 

Materials ' 

Farms *"• 


diiK‘s 
Forests 


■»» ) 


Mamit'acturi'  

From  farm  products. 

I-'r<un  mineral  luatdnrfs lo 

From  fon^stry  products I 


The  im;7:^7;:ed  cm:;? 1;.;:;: 

cause  of  tlie  lufoimation  ma<  t j ‘ ^ imsiness' conditions  wliich  i>re- 

;iaf  1 7 - - s-  “„r7" 

woialltiiit-'-  It  has  ’’I'l'"  followin'"  tablo.  wliich  shows  the  iipn  entafto 

„fte<.te,l  |..<U.str.os  ttn^  , “ mfacture  " an.ot.s  the  varions 

ton  fonr'sU-esslve  census  .ears,  may  he  usd  tn  tleter- 

mining  that  question : 


r. 
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}*vrrc)}fa((e  of  total  •*  rahtc  a'hlcd  ht/  manufartirre.'' 


Group. 

19U 

1909 

19(H  ! 

189*9 

All  industries 

H».  0 

100.0 

100.0  * 

im.  0 

Food  and  products 

10. 0 

S.8 

S.6  1 

8.6 

Textiles  and  products 1 

14. 4 

15.4 

14.3 

15.2 

Iron  and  steel  and  jiroducts 1 

14.8 

10.0  : 

16. 0 

16.9 

Lumber  and  manufactures i 

8.5 

10.2 

11.2  ' 

10.9 

Leather  and  products 

3.0 

3.8  ' 

3.9 

3.  s 

Paper  and  priming 

: 8,7 

S.5  ; 

8.8 

8.2 

Litjuorand  beverages ' 

5. 3 

5.7 

, 5.7 

6.0 

Chemicals  and  products 

1 7.2  ' 

7.0  ' 

' 7.0 

6.4 

Stone,  clav,  and  glass  products 

Xonferrous  metals  and  products 

3.8 

4. 1 1 

4.3 

3.8 

' 4.0 

1 4. 1 ' 

4.2 

4.5 

Tobacco  manufactures ] 

1 2.9 

: 2. 8 

3.3 

3. 5 

Vehicles  for  land  transportation ] 

4. 5 i 

3.0  1 

2.3 

2. 6 

Railroad  repair  shops ] 

3. 0 

j 2.6 

2.6 

2.4 

Miscellaneous ^ 

9.3 

1 8.0 

i 

7.9 

7.2 

The  table  iiulieatcb  that  in  spite  of  changes  ia  prices,  methods  of  production, 
and  conditions  of  business,  there  is  a remarkable  degree  of  constancy  among 
various  groups  of  industries  with  rt^spect  to  the  percentage  of  the  total  “value 
added  by  manufacturer”  contributed  by  each  group.  During  the  entire  period 
each  of  the  14  industries  occupies  approximately  the  same  rank  with  regard  to 
the  others.  Such  changes  in  relative  importance  as  actually  took  place  between 
11)09  and  1914  are  not  due  exclusively  to  the  character  of  the  business  conditions 
in  1914.  Five  years  elapsed  between  the  census  taking.s,  and  even  if  business 
conditions  had  been  the  same  in  the  two  years,  there  would  liave  been  some 
shifting  in  industry.  Since  the  same  general  propoi'tions  are  maintained  througli- 
out  the  period  it  seems  satisfactory  for  purposes  of  the  present  system  of  weight- 
ing to  use  figures  from  the  census  of  1914. 

One  further  technical  point  needs  to  be  noteil.  When  the  list  of  commodities 
was  revised  in  1904  to  include  the  new  <*onimodities  for  which  production 
statistics  had  become  available  by  that  year  it  was  necessary  to  adjust  the 
production  aggregates  for  the  years  1890  to  1903  during  which  those  com- 
modities were  not  included.  This  adjustment  was  made  simply  by  raising  the 
series  of  aggregates  for  the  earlier  y*‘ars  to  the  level  of  the  aggregate  of  1904 
with  the  new  commodities  included.  Since  the  index  measures  only  the  relative 
changes  this  adjustment  does  n<d  aft'ect  in  any  way  the  fiuctuations  of  the  index 
in  the  esirlier  years,  and  it  makes  in^ssible  tlie  inclusion  of  c(»nunodities  which 
could  not  otherwise  have  been  used. 

This  statement  of  methods  may  now  be  brought  to  a close  by  reciting  brietly 
the  steps  in  the  computaticm  of  the  index  number.  These  computations  con- 
sist for  a single  year  in  multiplying  the  prodiu  tion  of  each  commodity  in  that 
year  by  the  assigned  weight,  and  then  adding  these  results  to  obtain  the  pro- 
duction aggregate  for  that  year.  The  weights,  of  course,  are  kept  constant  so 
that  in  the  calculation.s  for  the  successive  years  the  only  variable  is  the  prodm*- 
tion  in  physical  units.  When  this  is  done  for  each  of  the  30  years  the  result 
is  a series  of  total  production  aggregates  and  series  of  subtotals  for  the  gron]is 
which  may  be  turned  into  relatives  on  any  base  desired.  The  base  selected  for 
the  index  numbers  here  presented  is  the  average  production  aggregate  for  the 
tiiroe  ju'e-war  years;  that  is.  the  average  of  the  pi'oduetioii  aggregatt‘s  for  t!ie 
years  1911  to  1913  is  taken  as  100. 

We  may  now  consider  the  lluctualion  of  these  index  numbers  as  shown  by 
tile  cliarts  and  comment  brietly  on  the  meaning  of  those  tliictnations.  (’hart  I 
furnishes  a compuri.son  of  the  changes  in  the  level  of  lu'oilurtion  with  llie 
Citanges  in  the  level  of  jirices.  Tlie  cliart  is  a graphic  ret»resentation  of  the  all- 
coiumodities  index  of  production  and  tlie  aU-'omniodities  index  of  prices  as 
given  in  tlie  table  on  jtage  OS.  Ferliaps  tha  m(»st  ai>parent  fact  is  fliat  prior  to 
the  war  inilation  the  volume  of  production  rose  at  a rate  more  rapid  than  the 
level  of  prices.  During  the  period  from  1890  to  1914  tlie  index  (jf  production 
I’fise  fi’iua  4.”  to  1ul  while  the  index  of  pi'ices  rose  from  82  to  101.  Hut  during 
the  next  four  years:  that  is  from  1914  to  1918.  the  level  of  prices  rose  99  jier 
c *:u  ai:o.“  tlio  piv-war  ievei.  \/hiic  iiroOtn  tion  increasi-d  23  per  cent. 

Tins  im-rease  in  i>roduction  looks  small  conii»ared  with  the  rise  in  prices,  yet 
it  is  in  itself  a remarkable  fact.  It  is  stiil  more  remarkable  tliat  in  an  earlier 
period  of  tlie  same  length  production  increascil  at  an  even  more  rapifl  rate. 
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From  1JH)S  to  1012  the  increase  was  20  i.er  .eiit.  Both  i.eno.ls  hetna  in  . tar 
of  ilepresssion  and  en.l  at  a peak  of  indnsrrial  a.-nvity,  ua-reased  i m Im- 

tion  of  the  war  period,  tlierefore.  was  not  dne  merel.v  to  a patriotu  etloit  L i 
crease  ontpnt  hnt  was  made  possil.le  i»y  tlie  imlustrial  slack  whicli  existed 

^'*The  sources  of  tins  increas.sl  iiro.Uiction  of  the  war  period  lieconie  more 
eviihmt  froin  an  analysis  of  the  curves  on  chart  2. 
index  nnmhers  of  total  materials,  total  iiianntar  nres. 

From  1914  to  1915  there  is  a marked  increase  iii  all  three  Altei  p Jp  3' 
ever,  materials  does  not  rise  above  the  point  readied  in 

mamifactnre  and  transportation  make  sreat  advances  m l.tU>  and  in.  a^a  n 
in  1917  Some  conception  of  the  magnitude  of  the  task  p.*iloinmd  '•>  y* 
railroads  while  under  Government  oiH^ratUm  is 

\t  a time  when  the  a^Sregate  production  of  the  cmiiitr.t  ^\as  inueasin,.  -4 
i)er  cent,  the  burden  upon  the  railroads  increased  by  41  per  cent,  and  this 
increaseil  trallic  was  carried  without  substantial  mcroases  m eiimpim'iit. 

r •omnarison  of  the  curves  for  the  entire  period  of  30  years  shows  the 

relative  rates  of  increase  of  the  three  grouj.s.  Transportation  ranks 
rate  of  growth,  manufactured  proilucts  second,  and  material  third,  llieie  is  a 
similarin  in  1 e movement  of  the  transportation  index  and  the  index  of  m . m- 
faXis  e^  over  the  period  where  both  are  on  a calemlar  year  has  s 
to  1906  the' etlect  of  using  fiscal  year  figures  for  transportation  can  he 
noted.  Tlie  use  of  totals  for  the  year  ending  June  30  makes  tiie  changes  come  a 
v«AMi*  Irtter  than  the  corresponding  changes  in  manufacture.  ^ „ 

* Ave  speak  of  the  rate  of  growth  in  production,  hut  the  increase 
•i  steady  advance.  The  tendency  of  prices  and  production  to  keep 
Ic  X shmilicant  in  timse  periods  wlien  the  volume  ot  proihictmi  tads  oil 
because  oAhe  condition  of  the  markets.  As  a single  instance,  take  the  'J^pres- 
ot  mS.  a striking  fact  in  that  year  is  the  divergent  movement  o 
materials  and  of  manufacture.  The  output  of  materials  actually  increased 
while  the  production  of  manufactured  goixls  decrease.1.  The  explanation  tor 
?h  s divergence  seems  to  be  that  the  production  on  farms  is  not  under  tl  e 
Sthieaicr.ff  market  conditions  to  tlie  same  ilegree  as  production  at  niines  ami 
factories  In  1908  the  production  of  corn  and  wheat  and  ha>  ami  hogs  and 
tton  was  greater  than  in  1907.  But  the  production  of  bitunmious  ^ 

6-' 000  000  tons  less,  a decrease  of  16  per  cent;  the  output  of  steel  was  9.3(M) !)()<> 
a decrea.se  of  40  per  cent.  Though  the  cotton  crop  was  greater  li>  19 
ner  cent  tliere  was  less  cloth  produced,  hmiuse  the  cotton  actuall.\  used  in 
i\mnvSnire  per  cent.  Tiie  farms  were  busy,  hut  the  textile  mills 

''''llJleuWthe2  figured  hi  physical  units  seem  unfamiliar  and  you  i;refer  to 
los^in  valued.  Assuming,  then,  that  in  1907  the  national  m- 

<.()unt  the  :*  whatever  that  mav  mean,  the  de<?rease  m total  pro- 

V A • /xf  ^*^0  Tw  rent  cost  the  countrv  over  i ^\oula 

t ml  of  m>  way  to  include  m the  r.-kmimg 

the  costs  in  worry  and  privation  borne  by  men  out  ot  %\ork  and  h^  thui 
f imiliiis'  This  de.’rease  In  production  occurred  not  because  there  was  a slioi  - 
^ m A lack  of  equipment,  nor  because  there  were  no  men  will- 

U.  hid  ^cau-Gii^e^^  m.t  m,  adeqmite  organization  for  bringing 

these  elements  together  for  the  pnrimse  of  producing  goods. 

SimlV  •ini.roxinmtelv.  were  the  loss.'s  .lue  to  the  depression  ot  B1  OS.  Me  aie 

now  entering  aimtlnn-  depression,  tlie  duration  and  nitensity 

mSict  with  certaiiitv.  ami  as  a coimimnity  we  seem  to  ••omit  tlie  Iosm-s  a.s 
inevitable  To  re'mrd  waste  of  such  iimgnitmle  as  the  necessarj  accom]).inmu  nt 
f i,n  h.o«s  cycles  and  to  -five  up  the  iiruhlem  of  stahiliziug  the  level  of  pro- 

one  ordimirilv  hears  eomplaints  about  workmen  soldanaiig  mi  the  job.  ]•  ot  t lu 
analysis  of  such  proldems  we  lunal  a reiutrodm-t ion  into  economic  theoi.N  ot  ih. 
ronc'cnt  of  waste,  ami  wc  need  the  tools  to  locate  and  lo  measme  it. 

Ill  lainchisioii.  the  index  mimliers  here  presented  are  not  to  he  reganh  1 .i> 
detmitixe  ami  final.  They  are  in  the  exiierimontal  stage  ami  are  ,>^nh.ie<  t t<. 
additions  and  helterments  whenever  a way  of  imt-rovemeiit  is  snggesUal.  A> 


for  nX-F^n 

wliilc  there  v\jis  still  a i haia  t entilleil  **  Maintaiiiini:  urtnUu*tive  miiimt  - 

Ids  j.a.nruUr  {n-o.-osa.  may  Or  he 

has  at  least  recognized  the  nature  and  senou^n.  ss  of  the  piobleiu. 
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information  concerninjj:  tlie  output  of  other  commodities  l)ecomes  available 
they  may  he  included  in  the  index.  The  present  method  of  construction  permits 
Their  inclusion  without  hreakin^^  the  continuity  of  the  index.  The  gathering 
of  such  a<lditional  information  and  the  testing  of  the  adequacy  of  existing  data 
are  tasks  which  must  not  he  slighted.  In  the  present  state  of  the  statistics  of 
l)roduction  such  work  is  more  important  than  the  choice  between  alternative 
methods  of  organizing  the  information  after  it  is  once  collected.  So  long  as 
whole  industries  are  omitted  from  the  index,  such  as  the  building  industry,  the 
work  of  measuring  the  changes  in  the  volume  of  production  is  little  more  than 
begun.  Certainly  the  extent  of  agreement  among  the  index  numbers  of  pro- 
duction which  have  so  far  been  constructed  is  no  more  significant  than  the  fact 
that  they  all  have  the  common  shortcoming  of  omitting  the  building  industry. 
Any  interpretation  of  these  index  numbers  must  begin  with  a recognition  of 
th<»se  industrial  activities  which  are  now  unmeasured  and  omitted.  The  in- 
crease in  precision  will  be  in  proportion  to  the  attention  paid  these  present 
shortcomings. 

Walter  W.  Stewart, 

Amherst  College, 


Index  numbers  of  production. 
[Average  production  1911-1913=100.] 


Year. 

All  com- 
modi- 
ties. 

Materials. 

1 

1 

1 Minerals. 

Manufacture. 

1 

Total 

transpor- 

tation. 

j Prices, 

1 allcom- 
' modi- 
ties.i 

! 

Total 

materials 

Farm 

materials. 

Total 

manu- 

facture. 

Manufactured 

from— 

P'arm 

products 

Mineral 

products 

1S90 

45 

52 

57 

30 

42 

61 

17 

29 

82 

1891 

54 

66 

73 

32 

46 

68 

16 

31 

! 8:3 

1892 

50 

58 

62 

34 

47 

67 

19 

34 

1 “^7 

18^3 

49 

58 

63 

34 

42 

61 

16 

36 

78 

1894 

48 

57 

62 

33 

43 

61 

17 

32 

70 

1895 

57 

68 

74 

37 

.53 

75 

23 

32 

1 71 

1896 

Oi 

72 

79 

39 

46 

65 

20 

35 

67 

1S97 

62 

72 

78 

40 

61 

87 

26 

35 

67 

1898 

66 

77 

84 

43 

58 

78 

32 

48 

70 

1899 

65 

77 

82 

48 

57 

70 

38 

44 

75 

1900 

66 

78 

82 

52 

57 

74 

35 

.50 

81 

1901 

67 

71 

73 

55 

69 

87 

44 

52 

80 

1902 

77 

87 

92 

57 

71 

87 

50 

57 

.86 

1903 

75 

.83 

86 

64 

68 

83 

49 

62 

86 

1904 

,80 

89 

94 

66 

74 

91 

52 

63 

87 

1905 

86 

90 

94 

74 

86 

98 

71 

68 

87 

1906 

91 

96 

100 

77 

90 

97 

S3 

77 

90 

1907 ■ 

89 

90 

89 

86 

91 

98 

82 

84 

95 

1908 1 

.84 

91 

95 

79 

78 

94 

57 

77 

92 

1909 1 

1 

94 

95 

95 

87 

96 

102 

88 

86 

98 

1910 1 

96 

98 

98 

94 

93 

95 

92  ! 

95 

101 

1911 

93 

93 

93 

93 

92 

97 

85 

92 

96 

1912 1 

106  1 

109 

111 

101 

104 

102 

107 

101 

102 

1913 : 

101 

98 

96 

106 

104 

101 

108 

106  I 

101 

1914 1 

101 

106 

108 

100 

95 

103 

85 

99  1 

101 

1915 

112  1 

113 

116 

lOS 

in 

no 

no  ' 

106 

102 

1916 ; 

117  1 

106 

101 

123 

131 

117 

14.5  1 

123 

126 

1917 1 

124  1 

113 

no 

131 

135 

118 

148  i 

135 

178 

1918 1 

12.5  j 

111 

108 

132 

137 

126 

145  1 

141 

199 

1919 : 

120 ! 

no 

112 

112 

126 

120 

118  1 

138 

215 

1 Bureau  of  I>abor  Statistics  index  conveiTed  to  base  1911-1913=100. 
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List  of  Commodities  Inci-uded  in  Index  of  Pkoduction. 

t*  Included  from  1904-1019.] 

Materials  from ; hnv  oats-  iieaches*;  potatoes, 

'Tl’ Mines  - Coal,  antliraeite ; coal,  bituminous;  copper ;^goia  ore;  lead; 

white  pine*;  yellow  i>ine.* 

IV.  Fisheries;  Cod*;  haddock*;  mackeiel. 

^lanufacture : nmOncts*  Coffee  used  in  manufacture;  cotton. 

V.  Manufactured  from  faim  and  meal,  cotton; 

used  in  imuiufaetiire  * ; ^ manil-i  useel  in  iimnufacture;  jute. 

in  manufacture.  TXT.r,jnir»ta-  Rrick  common*;  brick,  front; 

VI.  Manufactured  from  mineral  products  irimumfaS lire ; gold,  used  in 

brick,  vitrified*;  cement;  oopo,  copp  , merchant*;  plates  and 

manufacture;  pig  ^ron ; steel  ingots  ^I  - plate*;  nails,  cut; 

sheets;  rails;  structnrid  shapes  * , skelp  ’ „ged  in  manufacture; 

nails,  wire:  lead,  used  in  Are‘^ 

I-th*;  shingles;  turpentine;  rub- 

Bahery  inoducts:  Salmou.  canne,!.* 

TmulpoS iion : Freiglit,  lon-milea;  paaaeuger,  paasenger-miles. 


Appendix  G. 

STUDY  OF  REAL  WAGES,  1S90— 1918. 

[By  Dr.  Paul  H.  Douglass,  of  the  University  of  Chicago.] 

N„T,:.-Dt.  raui  H.  I..n,glaaa-a  a.u.iy  et  mij 
;V,”lTi;;“  Si'^nri.'i  „e  .na\ie;^Ve  a,-e  iiule^^^^^^  to  Doctor  Doug- 

'"tn”  a!,aSsV,'i;«  »' 

summarizing  the  trend  of  hours  ‘ ^ items  the  rela- 

- r'oVSITour^a'rr^^^  -Va  wor.  cau  ,.e 

comiE  TaSle  VI  contaius  all  this  material. 
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An  analysis  of  this  table  shows  that — 


Table  VI. — Index  of  real  wages,  1^90-19JS. 


Year. 

Hours 

per 

week. 

Wages 

per 

hour. 

Full-time 

weekly 

Retail 

food 

Purchasing  power 
measured  by  re- 
tail prices  of  food 
of— 

wages. 

prices. 

Wages 

per 

hour. 

Full-time 

weekly 

earnings. 

1 .90 

100.9 

99.4 

100.3 

101.9 

97.5 

98. 4 

1 s91 

100.8 

99.3 

100.1 

103.4 

96.0 

96.8 

1 <92 

100.8 

100.1 

100.9 

101.6 

98,0 

99.3 

100.3 

101. 1 

101.4 

104.1 

97.1 

97.5 

] >94 

99.9 

98.0 

97.9 

99.2 

98.8 

98.7 

] <95 

100. 1 

98.2 

08.3 

97.1 

101.1 

101.2 

J <9() 

99.7 

100.2 

!)9.9 

95.2 

105.3 

104.6 

] <97 

99.0 

100.2 

‘19.7 

96.7 

mo 

103. 2 

1 <98 

99.3 

100.9 

100.2 

99.7 

101.2 

100.5 

] >99 

98.7 

102. 4 

101. 1 

100.8 

101.6 

100.3 

1 ^00 

97.9 

106.8 

U)4.6 

103. 0 

UP.  7 

101.6 

] m 

97.5 

108.7 

105. 9 

108.5 

100.1 

97.6 

1 >02 

90.6 

112.9 

109.0 

114.6 

98.5 

95.1 

] m 

95.7 

117.2 

112.1 

114.7 

102.2 

97.6 

] XU 

95.4 

118.2 

112.6 

116.2 

101.7 

96.9 

1 )05 

95.4 

120.0 

114.4 

116.4 

103.1 

98.3 

1 X)6 

94.8 

125.1 

118.6 

120.3 

103.9 

98.6 

1 X)7 

94.3 

131.2 

123.7 

125.9 

104.2 

98.2 

] x>8 

93.6 

131.6 

123.1 

130.1 

101.2 

94.6 

1 X)9 

9:1.4 

133.4 

124.4 

137.2 

97.2 

90.7 

] no 

92.5 

137.0 

126.5 

144.1 

95. 1 

87.8 

] ni 

92.2 

139.8 

128.9 

143.0 

97.8 

90.1 

J U2 

91.1 

145.9 

132.6 

154.2 

94.6 

85.9 

] U3 

90.6 

140.6 

D5.2 

155.7 

96.1 

86.8 

] U4  

90.1 

15-3. 1 

137.9 

158.5 

96.5 

87.0 

1 415 

89.2 

152. 5 

135. 5 

156.5 

97.5 

86.8 

] U6 

89.7 

164.0 

144.8 

177.6 

92.6 

80.8 

] J17 

88. 5 

167.0 

U6.0 

233.4 

71.6 

64,0 

1 118 

88. 5 

211.3 

187.7 

266.6 

79. 3 

70.4 

1.  The  jmrchasinjj  liowev  of  an  hour's  wa^es  was  20.7  per  cent  less  in  1918 
han  it  had  been  duiinir  the  years  I890-1S99.  and  that  the  purchasiuir  power  of 
ull-tinie  M'eekly  earnings  was  29.0  per  cent  less  than  during  this  period. 

2.  This  great  decrease  was  coneentrated  almost  wholly  in  two  periods:  («) 
he  years  1907-1912.  (?>)  the  years  1910-17. 

3. ' During  the  period  1907-1912  wages  per  hour  increased  from  131.2  to  145.9, 
t-r  11  ]jer  cent,  yet  from  1913  to  1918  they  increased  from  149.0  to  211.3,  or 

11  per  cent. 

4.  During  the  years  194)7-1912  full-time  weekly  earnings  rose  from  123.7  to 
;32.0,  or  7 per  cent,  while  in  the  period  1913-1918  they  increased  U‘om  135.2  to 


87.7,  or  3S  per  cent. 

5.  I>uring  the  period  1907-1912  retail  food  prices  rose  from  125.9  to  154.2,  or 
'2  ]>er  cent,  while  during  the  years  1913-1018  they  increased  from  155.7  to  2GG.G, 
)r  71  per  cent. 

G.  In  the  years  1907-1912  the  piirchasing  power  of  hourly  wages  as  measured 
»y  I'otail  food  prices  decn^ased  from  104.2  to  94. G.  or  9 per  cent,  while  from 
L013  to  1918  the  decrease  was  from  9G.1  to  79.3.  (H‘  a drop  of  17  per  cent. 

7.  In  tlie  years  1907-1012  the  purchasing  power  of  full-time  weekly  earnings 

lecreased  from  98.2  to  , or  13  per  cent,  while  from  1913  to  1918  they  fell 

‘roin  8G.8  to  70.4,  or  a decrease  of  19  per  cent. 

8.  From  1912  to  191G  money  wages  not  only  held  their  own  Init  indeed  gained 
dightly  upon  prices,  hut  the  sudden  upward  movement  of  prices  in  lOlG  was 
U'companied  hy  only  a slight  increase  in  wage  rates,  and  the  result  was  that 
n tw(»  years  the  purchasing  power  of  hourly  wages  declined  27.1  per  cent  and 
he  purchasing  power  of  fidl-time  weekly  earnings  20  per  cent. 

9.  Money  wages  began  to  gain  upon  prices  in  1918,  and  in  consecpience  real 
A'ages  rose  in  that  year  over  their  low-water  mark  of  1917. 
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afii-eat  as  for  the  union 'workers,  who  were  at  once  more  skilled  and  possesserl 

stronger  l)argaining  powers  industries  were  the 

,2)  Tl,e  iols,  tl,c  ...m...  mile  .lUl 

union  scales.  I ntil  ti  e nrevailin"  wa^e  of  a locality  for  efhcieut 

nL  rel«iv?  so«rcit,v  of 

;s  stdrioS  -rs  sioii' s' .uo  :•  co..,- 

;tet™cu™!e  re,.rese..,a,,o;.  of  ao.oo. 

"Ts."! "E  So^poul.o,.’ ou": of  m,m S 

JSfln*“,2a  «,*■  •» 

Shown  aboTO.  p^pj^ii^ed,  the  relative  full-time  weekly  earnings  do  not 

then  be  asked.  («)  WhMt  was  the  ctmvse  of 

now 

hnUe  in^  covers  some  (iOO.tXK.  workmen,  while  the 

lahoi'iiuiikct  iHinetim  . 4.1.  cA^y»n  wMvkinmi  In  both  cases  a ver>  nai- 

latter  is  based  upon  approximateU  . ,>i  nru  of  Tune  1914  servinir  in 

,i,v  base  ia  uaod  (or  c.onpaCati.na  tho  ama  o Jo  « ,a 

bases.  


1 See  report  of  the  Rf/'^oad  Wage  Comm^sswn  m ^ 

OP. 

scale  o,  rvaaes  .ad  Hoara  of  Labor,  U.  S.  B.re.a  of  Labor  Sl.tla.lc.  Balletm 

"'■‘’.  FoVtbS  l'.l-r.  1»1»  aad  1020,  oa  tbe  o.ber  baail,  tbo  re.all  food  ladcx  .a.  coo.lder.blj 

less  than  the  cost  of  living. 
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Tauie  \-11— comparison  of  average  meekly  earnhvjs  of  factories  in  New 
State  and  WiscZsin  with  eovrse  of  retail  food  prices  in  tkeLmted  titates. 

J For  New  York,  June,  1914=100.  For  Wisconsin,  first  quarter,  1915=100.] 


Date. 


Average  weekly 
earnings. 


1914  

1915  

August,  1915- . 

1916  

February,  1916 
August,  1916.. 

1917  

February, 1917 
August,  1917. . 

1918  

February, 1918 
August,  1918. . 

1919  

February,  1919 
August,  1919. . 
February,  1920 
July,  1920 


New 

York. 


Wiscon- 

sin. 


98 

101 

iii' 


129 


160 


108 

ii?’ 

124 

m 

146 

'i57‘ 

193 


Ketail  food  prices, 
United  States,  22 
I'onuuodflies. 


New 

York. 


Wiscon- 

sin. 


Purchasing  power, 
of  average  weekly 
earnings  in  terms 
of  food. 


105 

102 

iis 


185 


224 


209 

205 

240 

250 


147 


170 


99 

ios* 

112 

i32 

148 


160 

170 


188 


221 


171 

191 

198 

217 


New 

York. 


93.3 

99.0 


Wiscon- 

sin. 


87.7 


94.1 


98.4 


101.4 


109.1 

iii.’4 

110.7 

‘ioi.’5 

98.6 


98.1 

113.5 


122.2 

107.3 

121.2 

115.2 


5:  The  Wisconsin  Labor  Market  BuJletiiV 


1 New  York  Labor  Market  Bulletin,  October  1^  1920.  the  Wis- 

The  middle  mohih  ..  the  h„  .«o,d- 

ingly  been  taken  as  typical  of  the  quarter  as  a whole. 

s New  York  Statt;  workers  were  concerned  the 


actually  purch  , ^ 

in  June,  1914,  despite  the  fact  that  the  \v 

and  worked  longer  hours. 


In  Wisconsin,  however,  there  was  apparently  a 
lluctuating  increase  in  real  weekly  "’ages  over  base  a >™arL 


,’orkinen  were  employed  more  steaddy 

ly  a 

1918, 

although  for  a few  montlls  Jivmling" this  "the  index  was  slightly  lower  than 

in  the  period  chosen  as  the  ba^.  _,„i  wumnsin  liaures  give  a more 

As  a matter  of  fact,  both  ^ , already  "been  pointetl  out  that  both 

optimistic  picture  than  is  justihed.  ^ ^ is  a e y D P month, 

use  an  exceedingly  narrow  *jase-that  of  Ne«  Yot  i 

while  that  of  Wisconsin  is  only  ^ a large 

periods  occurred  during  the  depression  of  iqia  or.  r,  cent 

amount  of  wii^^Jihiloymeiit  and  ^hort  time^  for  whom ’ reports  were  made  were 
of  the  union  members  in  New  percentages  of  unemploy- 

J.nunrs,  lilO!.,  to  June,  1914,,inelusjve. 


ucTu  I »»»  X -....r'c?''- IfluA  IWPfl  1)V  tll0  V> 

criticism  applies  with  » .q-ir.  ^yere  marked  hv'closed  factories, 

commission.  The  early  winter  months  of  191  o statistics 

,vi,u.s|.reail  unenu'loynient.  »;>■'  ,|,|s  time,  l.iit 


NO.  80,  N>w  York  S,.t.  Dop.rtaont  ot  tabor.  Cour.e  o<  Eoplojmebt  lo  New 
York  state,  p.  50.  -gag  base  would  exaggerate  the  increase 

in%'^taifmrdTostt'aSd'm  ^ The  10-year  period  1890-1899  ts  used  to 

BuIleDu  8‘5,®Ne7york  State  Department  of  Labor,  op.  clt..  p.  50. 
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unemployed.®  This  in  larjre  part  accounts  for  tlie  fact  that  the  Wisconsin  index 
rises  more  raphily  than  that  of  New  York  during:  1015  and  for  its  lii^xlier  p(»si- 
tion  throuKiiour  the  war  period.  Had  a lonjjer  or  a more  representative  period 
been  used  as  the  base  for  l)oth  of  these  stmlies,  the  later  tijrures  concerning 
actual  weekly  wadies  expresseii  in  relatives  would  have  been  c<uisitlerahly 
lower.  In  other  words,  the  workers  in  New  York  Slate  lost  even  more  than 
is  indicated  aliove,  while  the  workers  in  Wisconsin  gained  less  than  is  shown 
and,  at  least  until  late  in  lOlS.  quite  probably  did  not  ^qiin  at  all. 

(h)  AVhether,  as  a matter  of  fact,  total  weekly  eaniinf^Ts  would  g:ive  a fairer 
picture  of  the  worker's  status  than  do  iumrly  wa^e  rates,  it  is  impossible,  with 
our  scanty  material,  to  tell.  The  answer  would  require  a knowledge  <»f  pre- 
war and  p<»st-war  hours  worked:  and  that  kiunvled^re  is  not  availalde.  It  may 
he  worth  while,  however,  to  point  out  how  such  material  could  be  used  if  we 
did  have  it. 

. Very  roughly,  the  questi(ni  of  the  relative  si^^niticance  of  hourly  rates  and 
weekly  earninfrs  depends  necessarily  upon  a somewhat  complex  double  factor 
of  judjtinent;  tlie  interrelation  not  merely  of  previous  and  present  hours  worke<l 
to  previous  and  present  wajre  rates  hut  the  relation  of  all  four  to  some  sort  of 
mental  standard  in  the  way  of  a “normal”  workinjc  week.  This  last  criterion 
is  indispensable.  Suppose  a man  liad  previously  been  employed  only  20  hours 
a week  and  was  now  enabled  to  work  40  hours.  Even  thoujrli  his  total  earninp:s 
rose  thereby  only  .50  per  cent,  would  not  most  critics  be  assured  that  his  new 
suntius  constituted  a real  liuinan  gain  and  would  they  not  hence  be  forced  in 
this  case  to  consider  weekly  earninjes  the  sifrniticant  standard?  Suppo.se,  how- 
ever. that  he  had  already  been  employed  40  hours  and  was  now  raised  to  80 
hours.  Would  this  inhumanly  lon^  labor  be  compensated  for  adequately  by  a 
50  per  cent  addition  in  earnings?  Assuredly  no.  Hence  the  hourly  wajre  would 
here  ^ive  the  fairer  picture.  Or  a^ain,  in  the  third  place,  suppose  the  orig:inal 
hours  worked  were  40  and  were  now  raised  to  48  or  50  (an  amount  typically 
involving  no  umiue  strain  1,  but  the  grain  in  total  earnin^rs  was  only  2 or  3 
per  cent.  Would  that  small  cash  gain  be  worth  the  extra  effort?  Here  tlie 
issue  is  not  so  clear,  althou.irh  mo.st  of  us  would  probably  hold  that  the  gain 
was  not  worth  the  trouble  and  that  once  more  the  hourly  rate  was  the  more 
significant.  If,  on  the  other  hand,  the  increase  from  40  hours  of  labor  to  50 
had  entailed  an  income  gain  of  12  to  15  j>er  cent,  many  would  think  the  result 
worth  while,  and  hence  again  resort  to  the  Aveekly  earnings  as  base. 

It  is  believed  that  the  qualifications  pointed  out  above  w'th  respect  to  other 
industries,  trade-union  rates,  and  retail  food  prices,  would  not  greatly  alter 
the  situation  as  revealed  by  Table  VI.  While  any  estimate  may  be  in  the 
nature  of  a guess,  it  is  the  belief  of  the  writers  that  these  factors  wouhl  not 
introduce  a change  in  real  wages  in  exc*ess  of  8 points  and  probably  less. 


Wages  Considered  in  Relation  to  Products, 

STUDY  OF  statistics  FROM  1899  TO  1914  SHOWS  IMPORTANT  PART  PLAY'ED  BY  MER- 
CHANDIZING IN  FOOD  COST  TO  WAGE  EARNER. 

[By  Wesley  C.  Mitchell,  New  York  Evening  Post,  June  7,  1022.] 

Last  March  The  Annals  published  an  admirable  article  on  “ The  relation 
between  wages  and  national  productivity.”  The  writer,  George  Soule,  is  one 
of  the  directors  of  the  Labor  Bureau  (Inc.),  an  organization  established  in 
1020  “to  meet  the  need  of  the  labor  movement  for  expert  assistance  along  the 
lines  of  economic,  social,  and  political  research.”  That  may  sound  partisan 
and  rather  tedious.  Yet  I\Ir.  Soule  writes  with  the  fairness  of  an  impartial 
investigator  and  turns  an  economic  issue,  which  in  other  hands  would  seem 
as  dull  as  it  is  important,  into  an  intriguing  puzzle. 

This  puzzle  has  three  terms: 

(1)  The  production  of  wealth  in  the  United  States,  reckoned  not  in  dollars 
but  in  tons,  yards,  bushels,  and  similar  physical  units,  has  been  increasing  much 
faster  than  the  population. 

(2)  The  census  of  manufactures  shows  that  from  1890  to  1014  wage  earners 
received  an  almost  eonstaid  share  (about  41  per  cent)  of  the  “value  added  by 


® Massachusetts  Industrial  Review,  Vol.  I,  no.  2 (July,  1020),  p.  25. 
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iiiiiniil'.-icturers  " — tluit  is,  an  almost  constant  share  of  the  addition  which  fac- 
tories make  to  the  value  of  the  raw  materials  they  handle. 

Cl)  lUit  all  tlie  studies  of  “real”  wajies  indicate  that  the  physical  (piantity 
of  food  which  fiictory  hands  could  buy  with  their  wages  decreased  from  1899 
to  1914. 

How  can  these  three  statements,  eiich  seemingly  supported  by  trustworthy 
ligures,  he  rec<)iiciled  with  each  other?  How  can  a constant  share  in  a flow  of 
goods  which  increases  faster  than  the  population  leave  the  factory  workers 
with  a diminished  supply  of  subsistence? 

NEW  DISTRIHTJTION  MP:TH0DS  SUGGESTED. 

:Mr.  Soule’s  tentative  solution  of  this  puzzle  is  that  the  people  engaged  in 
distrihuting  goods,  the  merchants  and  shopkeep<‘rs,  have  been  taking  an  ever 
larger  slice  out  of  the  national  income  for  themselves.  Ketail  prices  have  ad- 
vanced faster  than  factory  prices.  This  rapid  advance  in  the  prices  which 
they  pay  has  taken  away  from  the  factory  workers  all  their  gains  from  height- 
ened efliciency  as  lu’oducers — and  more,  too.  So  Mr.  Soule  concludes;  The  best 
way  to  reihice  labor  unrest  is  to  check  the  distributers’  encroachments  upon  the 
real  incomes  of  other  peoi)le  by  organizing  the  process  of  distribution  efliciently. 

When  one  finishes  .Air.  Soule's  article  he  is  inclined  to  accept  the  solution. 
But  retlection  suggests  a cloud  of  doubts,  .\fter  all,  is  merchandising  growing 
more  inelticient  or  more  costly  to  consumers,  desinte  the  departinent  store,  the 
chain  store,  ami  the  mail-order  house?  If  there  has  been  a decline  in  the  efli- 
ciencv  of  merchandising,  has  it  really  been  great  enjiigh  to  offset  the  whole 
gain  in  the  elliciency  of  manufacturing?  Is  not  the  period  which  Mr.  Soule 
covers  (1899-1914)  exceptional?  Has  the  factory  worker  been  losing  ground 
ever  since  we  began  building  factories? 

These  (piestions  are  as  hard  to  answer  as  they  ai’e  easy  to  ask.  But  I have  a 
colleague  to  whom  i)uzzles  of  this  sort  are  the  wine  of  life.  Dr.  AA'illford  1. 
King  knows  as  do  few  others  what  economic  data  have  been  collected  in  this 
country,  what  they  rei)resent,  and  how  they  may  be  combined  to  answer  (lues- 
tions  of  which  the  compilers  did  not  dream.  .Vt  my  suggestion  Doctor  King 
look(M  over  Air.  Soule’s  puzzle,  took  it  apart,  tested  each  piece,  and  put  the 
j)ieces  together  again  with  a few  readjustments.  \A  hat  follows  is  based  mainly 
ui)on  his  work.  Together  we  have  covered  a somewhat  longer  period  that  Air. 
Soule:  we  have  retined  a bit  upon  his  figures,  and  we  think  we  have  bettered 
his  solution  of  the  puzzle,  though  we  have  not  answered  all  our  own  questions. 
To  keep  our  rather  coiiqjlicated  argument  as  clear  as  may  be.  a formal  scheme 
of  presentation  is  necessary. 

A SOLUTION  OF  THE  PUZZLE. 

Air.  Soule’s  statement  of  the  puzzle  is  substantially  valid.  But  for  the  sequel 
we  need  a more  precise  statement,  which  we  draw  up  as  follows : 

(1)  In  the  generation  preceding  the  war  protluction  increased  much  faster 

than  population.  tt  , 

The  rates  of  increase  from  1890  to  1914  were:  Population  of  the  I nited 

States,  .98  per  cent;  production  of  all  cla.sses  of  commodities,  124  per  cent; 

production  of  manufactured  goods,  126  per  cent.  . • , . 

The  percentage  increases  in  production  here  are  based  upon  the  ‘ index 
number  of  production  ” compiled  by  Walter  AV.  Stewart.  The  compilation  in- 
cludes 91  commodities  of  all  classes  and  .90  manufactured  products.  The  sub- 
stantial accuracy  of  Stewart’s  series  is  attested  by  its  agreement  with  the 

nrodiiction  indexes  made  by  I'ay,  King  & Snydei.  , 

" (2)  AVithin  this  period  factory  wage  earners  suffered  a slight  decline  in 
theii-  share  of  the  “ value  added  by  manufacture.”  It  should  be  notwl,  how- 
ever. that  after  1899  there  was  a decline  also  in  the  jicrcentage  of  the  value 
added  ” which  went  to  prottts,  depreciation,  interest,  rent,  and  miscellaneous 

‘ The  -ains  at  the  expense  both  of  wage  earners  and  of  property  owners  were 
scored  bv  salaried  workers— clerks  and  salesmen  as  well  as  managers. 

These  changes  in  tiie  division  of  the  “ value  added  by  manufacturers  are 
showir  bv  the  following  table.  Critical  readers  are  assured  that  Doctor  King 
lias  excluded  the  hand  trades  from  the  earlier  figures  and  computHl  the  per- 
centages as  nearly  as  may  be  upon  a uniform  basis ; 


BOARD  OF  ADJUSTAIENT  AND  BOARD  OF  APPE.4LS, 


1 

1 

1 

1 

Profits, 

interest, 

deprccia- 

Year.  ! 

1 

Wages.  1 

Salaries. 

lion,  rent, 
and  mis- 

1 i 

cellane- 

ous. 

1 

1 Per  cent. 

Per  cent. 

Per  cent. 

1HK9 

44  , 

1 « 

48 

1«99 

42 

s 

50 

19(M 

41 

9 

.50 

19(W 

40 

n 

49 

1914 

41 

13 

46 

42 

12 

46 

FACTORY  WOKKEUS  ALSO  SVFFEKED. 

(H)  Despite  their  nearly  constant  sliare  in  a rapidly  prowiii^"  output,  factory 
wa.ue  earners  sulTered  a heavy  loss  in  the  amount  of  fo<Kl  they  could  l)uy  with 
their  “full-time  yearly  earnings,'’  as  computtHl  from  the  returns  of  the  census 
<»f  manufactures. 

Doctor  Kiii^^’s  tijjrures  show  the  following  degree  of  loss: 


Average 
full-time  , 

Index 
of  retail 

Value  at 
1913  pri  es 

Index 
of  real 

Ye^ir. 

i 

annual  , 
wages  of  i 
fartory 
hands. 

food 
pri  PS 
on  1913  1 
liase.  1 

1 purehas- 
al.lewith 
annual 
1 wages. 

food), 

18.89 

eanal 

100 

1S89 

$444.  vSO 

70 

$635 

100 

1899 1 

426. 20 

6S 

627 

99 

1904 ! 

477.30 

76 

628 

99 

1909 

518.00 

89 

.582 

92 

1914 

.579. 70 

102 

568 

89 

1919 

1 

1,161.90 

186 

625 

98 

This  method  of  computhig  real  wages  leaves  much  to  he  desired;  hut  it  is 
less  unsatisfactory  than  the  comuam  method  of  using  wa.ge  rates  per  hour  or 
week.  Anti  when  tlie  latter  method  is  resorted  to  the  results  are  even  less 
favorable  to  the  wage  earner,  as  the  render  may  see  by  turning  to  ITiul  IT. 
Douglas's  jiaper  in  the  American  Economic  Review  for  last  Septemht'r. 

If,  as  these  tigures  indicate,  Mr.  Soule's  statement  of  the  iuizzle  is  substantially 
correct,  can  we  accei»t  his  s(»Iution? 

(1  ) One  rival  s(»lution  is  that  food  prices  may  have  risen  much  more  rapidly 
than  the  innces  of  other  goods,  so  tliat  the  waif(»  earners'  loss  of  i-eal  income  is 
not  so  great  as  the  index  of  retail  food  prices  makes  it  appear. 

^\'e  lack  the  retail  juTces  of  other  classes  of  goods  wiiich  are  needed  to  tt^st 
til's  suggestion  conclusively.  Dm  the  Kureau  of  Labor  Statistics  uidex  numh(*rs 
slauv  tha!^  at  wholesale  foods  im*reased  less  rapidly  than  "all  eoinmotlities." 
The  prict*  changes  between  ISlMr-lSlM  and  11110-11)14  by  gr<uips  <>f  <*ommoditi(‘s 
run  as  fcTlows: 


Uisc, 
per  coat. 

Farm  piniduets bO 

Ruilding  materials 45 

Find  and  I ghting 37 

lioiHe  furnishing  goods 30 

Food,  etc 21 


Uisi'. 
por  cent. 

M iscel laneous  grouj  > 10 

Chemicals  and  drugs 14 

(Toths  and  clothing 11 

Metals  and  metal  products .4 

All  commodities 20 


(LM  What  evidence  is  there  that  those  engaged  in  the  distributive  jirocess 
have  IxH-n  n'ceiving  an  increasing  share  of  the  national  product? 

Very  little  evhUmce,  for  there  is  no  important  parr  of  the  national  e<*om>my 
ahoiu  wliich  so  little  is  detinitely  known  as  merchandising. 

A comparison  of  the  lUireau  of  l.ahor  SOitistics  index  numbers  for  food 
prices  at  wholesale  and  retail  indicates  that  the  changes  between  1S00-1S04 
and  1010-1014,  were  as  tbllows:  Retail  prices  rose  30  per  cent;  wholesale  i»rices 
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rose  21  per  cent.  I*ut  the  two  Ii«ts  of  commodities  used  in  these  index  inim!)ers 
d ffer  .so  widely  that  this  comparison  is  not  comdusive.  Further,  the  retail 
shop  in  1910-1914  may  have  been  fnrnisliinj;  more  “service”  than  in  1890- 
1894;  for  example,  more  telephone  connections  for  the  convenience  of  cus- 
tomers. larirer  stocks  to  select  from,  and  more  prompt  delivery. 

Another  hit  of  indirect  evidence  is  supplied  by  the  number  of  persons  re- 
ported by  the  census  of  oc<*upations  as  engajred  in  “ Trade  and  tinaiice.”  The 
followinix  tijiures  show  that  this  number  has  been  increasing  very  rapidly: 


Year. 

Number  of 
persons  oc- 
cupied in 
trade  and 
finance. 

Percent- 
age of  all 
persons 
paving 
gainful 
occupa- 
tions. 

1,4S7,000 

6.4 

2,313,0(10 
3, 2Gfi,  000 

S.O 

8.6 

4,24-1,000 

10.2 



. . 

So  far  as  they  go.  both  these  bits  of  evidence  lend  support  to  ]\Ir.  Soule’s  solu- 
tion. But  is  not  the  growing  share  of  merchandising  in  the  national  income 
merely  one  phase  of  the  shifting  among  the  shares  of  the  major  bramdies  of 
industry?  Can  we  not  get  a view  of  the  situation  as  a whole,  instead  of  con- 
tining  ourselves  to  merchandising? 

Doctor  King  has  l)een  able  to  collect  data  regarding  (a)  numbers  occupied, 
(/D  physical  prodind,  and  (c)  value  prodmd  in  agriculture,  mining,  transpor- 
tation, and  manufacturing.  The  value-product  figures  are  his  ov/n  estimates; 
the  i^hysical-product  figures  art*  professor  Stewart’s  index  numbers;  the  num- 
bers occupied  are  taken  from  the  census. 

[Indices,  18S9=1(X).| 


Number  of  persons  at  work — 


Agriculture 

Mining 

Manufacturing 

Transportati  m 

Physical  product  : 

Agriculture 

Mining 

Manufacturing. 
Transportation 
Value  product: 

Agriculture 

Mining 

Manufacturiug. 

Transportation 


1S89-1890 

1 

1S99-1900 

1909-1910 

1918-1919 

100 

113 

137 

120 

100 

14.’> 

234 

282 

lUO 

12S 

198 

269 

100 

134 

216 

282 

100 

144 

167 

197 

100 

160 

290 

373 

i 100 

13(i 

229 

300 

1 100 

152 

297 

476 

KX1 

163 

303 

SOI 

100 

179 

296 

COO 

1 100 

134 

222 

578 

UX) 

132 

222 

421 

These  tigures  indicate  that  the  numbers  of  per.sons  working  on  farms  increased 
much  less  rapidly  than  the  numliers  workaig  in  mines. 

(Note  that  Ihe  actual  decline  in  tin*  miinher  of  persons  engaged  in  agriculture 
Pt^tweeii  1910  and  1919  reported  hy  the  census  is  due  in  large  measure  to  a 
change  in  the  treatment  of  fanners’  wives  and  children  working  on  the  home 
farm  and  a change  in  the  month  of  enumeration.) 

The  increase  in  physical  product  was  also  mmli  h‘ss  rapid  on  farms  than  in 
mines,  factories,  or  transportation.  But  the  increase  in  value  product  was 
fastest  on  farms  and  slowest  in  transportation  and  manufactures. 


INCKEASE  IN  PHYSICAL  PKODUCT. 


If  the  same  data  be  rearranged  under  each  industry  to  sliow  the  numbers  at 
work,  the  physical  product,  ami  the  value  product,  they  iuiUcate  that  the  im-ivase 
in  the  p>hysical  product  has  been  more  rapid  than  the  increase  in  the  number 
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...  1 i . AT.^nnf^ictiires  not  agriculture,  show 

increase  in  men  at 

"'From  l.SS!)  to  IW!)  tlio  I"''™"’  "!.<0  as  the 

'S  ■" 

shmiM  ho  iioteil-oiie  in  which  ,;„„„semont  shows  the  miiiihers 

heoatise  they  are  merely  Imlastry  as  twroeataaes 

S SleUa^  ,hel-'':al™r«VhS  peroentaFCS  ot  the  total 

income  of  the  country. 

ot  total  of  per.«»s  Mata,,  oai.M  oecapotio,,.. 


Attributod  to  value  product  of 

Agriculture 

Mining 

Manufacturing 

Transportation 


Total  - . . 


rccnfupes  of  the  total  income  of  the  Lmted  States. 


i 

' 

1889 

1899 

1909 

191S 

— 

Attributed  to  value  product  ol—  

Mining 

Manufacturing 

12.8 

2.5 

25.6 

10.4 

14.1 

3.1 

23.1 

9.2 

16.2 
3.1 
23.  5 
9.6 

1 

20.4 
3. 3 

29.4 
8.7 

i 51.3 

1 

49. 5 

1 52.4 

1 

61.8 

If  tlies-:e  li^nires  are  squares  of  the 

an^- t.ao.>o.ation  we.e  no 


creasinj;.  , , . crrir-nltnre  in  the  national  income  was  in- 

On  the  contrary,  tlie  raphlly,  while  the 

c-reasing  rapidly,  the  shai-e  declining. 

sliares  of  manufactnring  and  ^ ‘i,.,,,..  pecanse  they  luvl  not  gone  far 

These  shiftings  quota  of  tlie  national  income  np 

enough  even  hy  IhhS  ’Vce'"  ,vPile  the  <pmtas  of  mining,  manufacturing,  ami 
SaSlS!?!™  llr«^aS..nai  htr.or  tlmo  their  .p.etas  m the 

working  force. 

CONCrA’SIONS. 

From  18S0  to  ,,.nional  income  declined  fr.nn  2o.d  per 

(1)  The  share  of  l)ec-uise  of)  a rapid  increa.'-e  in  the  phy- 

cent  to  :2d..o  per  cent  despite  (oi  1'*  1 ' . ngricidture  increased  its 

sical  output  of  manufactured  guoi^  y .s'per  cent  to  Id.tJ  por  cent,  despite  (<r 

slmre  in  the  national  income  tioni  3—  ' ' . uhvsical  prodncliou. 

he.w.me.;C,  sl.eres  ,h  the 

lutp'ornd  incmne.  Imt  we  per  cent 

«.«“  h "he'l?  s£r,;  o(  this  slewly  shrh.ld.iy  fr.mtUm  li.  the  imtimml 
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Income.  ■ Hence  these  wage  earners  received  a somewhat  smaller  share  of  the 
national  income  In  1909  than  in  1899.  The  figures  run  as  follows.  ^ 


— 

t - . ’ • 4 

;-.f'  ..M  ■ *'•:  ■■  * 

; NstloD^  Income 
(King's  sd- 
mates). 

Wages  paid  (cea- 
' sus  of  manolao 
tnxw).  - 1 

: t ; , > 

1 • • 4 : 

Peroent- 

f 

national 

Income. 

. - ■ • 

fu.tw.oob.ooo 

..  • 

$1,000,000,000 

28.780.000. 000  ; 

33.940.000. 000  | 

3,430,000,  OW 
• 4,060,000,000 

•.  1,  jj  f 

12.0 

1 , * 1.1  ' 

(3)  This  slightly  shrinking  fraction  of  tlie  national  income  had  to  be  divided 

among  an  increasing  fracUon  of  the  working  population.  . •• 


1888 

1909. 


Number 

bavin? 

sainfui 

occupa- 

tions. 

Number 
engaged  in 
mamilac- 
tures  (cen- 
soa  of  oc- 
cupations). 

Per  cent 
of  total. 

. J M/. 

■ .*i7 

2J,3»,000 
38, 170,000 

4.180.000  ! 

8.240.000 

17.8 

. r 

• i 

— : 

. . _ _ 

(A\  Tf  iq  tmp  that  the  national  income  increased  rapidly  in  these  years, 
hul  ihen  In  tils  increas.^  is  eliminated  (as  It  n^ust  be  when 

we  cOMlto  to  ™ wages)  the  «atototog  toereaee  was  nto  qaite  » 

rapid  aa  the  tocreaae  to  the  number  of  perams  engaged  to  manufactures. 


» - -- — — 

.1 

' 1 • Year. 

r - ■ - 

L'. 

t 

National  income 
at  1913  prices. 

Fersocks 
engaged 
in  manu- 
factures. 

*•  

$15,530,000,000 

30,100^000,000 

4.160.000 

8.240.000 

Relative  num- 
bers on  basis 
1889-100. 

. It'  I- 

Na- 

Num- 

iional 

•ber  of 

income. 

persons. 

. ‘ 100 

‘ ti  100 

>.194. 

r . • 

(5)  Hence  the  decrease  in  the  share  of  these  wage  earners  In  the  hkUonal 

'income  caused  them  a loss  in  real  wages  per  capi  • . , 'ijjg'  m^ufacturlng 

‘ When  real  wages  per  capita  are  computed  by  teking  the 

wage-eamera’  share,  in  the  national  income  reduced  ^ census  of 

’power  and  dividing  the  sum  among  all  persons  reported^  in're^ 

can  be  expected  to  agree  with  each  other 


it  . . 


A 


/t 


..r 


Year. 


Comput- 
ed from 
census  of 
occupa- 
tions and 
national 
income. 

.11  ■ t 
. ! I 

Comput- 
ed from 
census  of  . 
manufac- 
tures. 

$198 

491 

434 

1635 

627 

582 

, -i  i ^ 1 1 
KelaUve-  flKurea  on 
1889  base  from 
! census  of—**  u 

tnres. 

tu,  TIM 
' 92 


« • ' 


1889 

1899 

1909 
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(6), It ,1b,  not  unlikely  that  this  .decline  in.  the  economic  fortunes  of  wage 
earn^s.in  manpfactueB  has  been  shored  by.  those  who  draw  property  incomes 
^ota  manufactures.  ‘ But  salaried  employees  in  manufactureSi  as  a class,  may 
have,  offset  the  loss  or  made  a gaSn  because  of  their  increasing  fraction  in  the 
"value  added  by' manufactures”  ■ ^ j 

1 (7),  Dr.  King  has  evidence  that  the  wage  earners’  position  in  manufactures 
improved  from  1850  to  1890.  Money  wages  increaa^  and  after  1865  prices 
declined.  ’ - ; i . . 

.He,  also  has  evidence  that  while  living  espehses  rose  faster  thon^  wage 
rat^\during  the  .war,  wage  earning  families  presentlyj  ma^  more. . than  com- 
P^^ting  gains,  from  full  emplbynient  for  every  one  wl)0.  .wanted  a Job,  .from, 
overtime  pay,  apd  bonuBes;pf  various  sorts.  .This  .fpn'clu^ion  jB  confirm 
Alvin  H.  Hansen's  study  of  the  purchasing  power  of  wage  earners  in  1914^19^,- 
published  in  the  Journal  of  the  American  Statistical  Association  for  irfarch.'' 
Needless  to  say,  the  wage  earners’  losses  in  1914-1915  and  1921-1922  go  far 
to  offset  their  gains  In  1915-1920. 

Are  these  conclusions  trustworthy?  Of  course,  their  claim  to  credence  rests 
upon  the  underlaying  data,  and  these  data  are  subject  to  varying  margins  of 
error.  Certainly  no  one  should  accept  the  figures  given  here  as  accurate  de- 
terminations. At  the  best  they  are  rough  approximations  to  the  unknown 
truth.  Yet  the  reader  will  notice  that  the  results  yielded  by  the  different  sets 
of  data  confirm  each  other  on  a broad  view.  That  consistency  puts  the  bur- 
den of  proof  upon  those  w»ho  question  the  substantial  validity  of  the  results. 

To  question  these  results,  however,  is  a service  if  the  questioning  stimulates 
effort  to  better  or  to  extend  them.  One  of  the  crucial  tests  of  our  civilization 
is  whether  we  can  gain  sufficient  insight  into  economic  processes  to  know 
what  results  we  are  getting  and  to  form  an  intelligent  policy  for  the  future. 
To  gain’ that  insight  we  must  extend  and  improve  statistics  of  the  sort  Mr. 
Soule  has  put  together. 

One  of  the  best  ways  to  promote  the  improvements  of  statistics  Is  to  make 
the  best  use  we  can  of  the  figures  now  available.  The  roughness,  the  uncer- 
tainty, and  the  limited  scope  of  the  conclusions  drawn  here  show  how  much 
we  need  fuller  and  more  accurate  data  concerning  the  occupations  of  the  peo- 
ple, the  regularity  of  their  work,  their  products  in  physical  terms  and  in  dol- 
lars, their  money  incomes  and  living  expenses.  Particularly  do  we  need  a 
national  census  of  merchandising  comparable  in  scope  with  the  current  census 
of  manufacture. 


[FVora  the  New  York  Globe,  June  9,  1922.] 
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Does  Prospebity  Pass  -Abound? 

It  is  customary  to  assume  that  manufacturing  industry  has  bettered  the  for-' 
tunes  of  the  worker.  Changes  have  been  so  numerous  and  this  generation  is 
80  much  under  the  spell  of  the  idea  of  progress  that  it  is  all  but  universal  to 
say  that  conditions  have  improved.  It  is  not  at  all  clear,  however,  that  work- 
ers have  gained  materially  during  the  past  generation.  In  fact,  tangible 
evidence  points  in  the  opposite  direction. 

Last  March  George  Soule,  of  the  Labor  Bureau,  published  a study  In  the 
Annals,  which  has  been  summarized  as  follows : 

L The  production  of  wealth  in  the  United  States,  reckoned  not  In  dollars 
but  in  tons,  yards,  bushels,  and  similar  physical  units,  has  been  increasing 
faster  than  the  population. 

2.  The  census  of  manufacturers  shows  that  from  1899  to  1914  wage  earners 
received  an  almost  constant  share  (about  41  per  cent)  of  " the  value  added  by 
manufactures  ” ; that  is,  an  almost  constant  share  of  the  addition  which  fac- 
tories make  to  the  value  of  the  raw  materials  they  handle. 

3.  But  all  studies  of  real  wages  indicate  that  the  physical  quantity  of  food 
which  die  factory  workers  could  buy  wdtb  their  wages  decreased  from  1899 
to  1914,  ■ 

Wesley  C.  Mitchell  and  W.  I.  King,  two  of  the  most  competent  economists 
and  statisticians  in  the  country,  tested  by  an  independent  study  Mr.  Soule’s 
findinga**  Mr.  King  certainly  is  as  conservative  as  Mr,  Soule  is  liberal,  and 
accordingly  there  is  little  likelihood  of  a desire  on  the  part  of  the  experts  to 
confirm  each  other’s  work.  Yet,  as  Professor  Mitchell  shows  in  an  article 
published  by  the  Evening  Post,  Mr.  Soule’s  conclusions  have  been  substantially 
confirmed. 


BOARD  OF  ADJUSTMENT  AND  BOARD  OF  APPEALS. 


The  ill  jslon  that  the  fortunes  of  the  workers  have  lznprove<l  is  due'iargel 
to  the  ge  leral  rise  In  prices.  Nominal  wages  have  Increased  while  actual  wagt 
have  not  In  1889  the  average  full-time  wage  of  a factory  worker  was  ?444.8 
a year.  By  1899  this  had  become  $518.  Twenty  years  later  It  was  $1,161.90, 
handsoiQ'  \ increase  If  men  ate  dollars.  But  measured  by  an  unchanging  doUai 
say  that  )f  1918,  the  situation  is  not  so  roseate.  By  such  a standard  a worke 
could  bu:  $635  worth  of  food  In  1889,  $627  worth  In  1899.  $682  In  1909,  and  a 
the-peak  wages  in  1919  only  $625  worth. 

During  the  last  33  years  American  factory  workers  seem  thus  to  have  gbn* 
backwarc  rather  than  forward.  So  far  as  they  are  concerned,  prosperity  ha 
not  been  posaed  around.  The  fact  that  it  has  not  has  createil  the  industria 
problem  vhich  '^cnn  never  be  dismissed  until  it  is  solved  witii  reason  and 
Justice.  • ' ' - • * • • •.  • .U  It; 
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